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BOARD OF ACCOUNTANCY FOR THE DISTRICT OF COLUMBIA. 



TUESDAY, JANUARY 24, 1922. 

United States Senate, 
Committee on the District op Columbia, 

Washington^ D. C. 

The committee met, pursuant to the call of the chairman, in the committee room, 
Capitol, on Tuesday, January 24, 1922, at 2 o'clock p. m.. Senator L. Heisler Ball 
presiding. 

Present: Senators Ball (chairman), Capper, and Gooding. 

Present also: Hon. J. Harry Covington, representing those favorable to the passage 
of Senate bill 2531; Mr. D. W. Springer, also representing those favorable to the 
passage of said bill ; Mr. William de La Roche Anderson, representing those opposing 
th e passage of said bill . 

The Chairman. The committee will be in order. This is a hearing on Senate bill 
2531. 

(The bill under consideration by the committee is here printed in full, as follows:) 

A BILL To create a board of accountancy for the District of Columbia, and for other purposes. 

Be it enacted by the Senate and House of Representatives of the United States of America 
in Congress assembled^ That any person who has received from the board of account- 
ancy, hereinafter created, a certificate of his qualifications to practice as a public 
accountant shall be known and styled as a ** certified public accountant," and no other 
person, and no partnership all of the members of which have not received such cer- 
tificate, and no corporation shall assume such title or the title of "certified account- 
ant" or the abbreviation ''C. P. A.," or any other words, letters, or abbreviations 
tending to indicate that the person, firm, or corporation so using the same is a certified 
public accountant. 

Sec. 2. That for the purpose of this act a public accountant is hereby defined as a 
person skilled in the knowledge and science of accounting, who holds tdmself out to 
the public as a practical accountant for compensation and who maintains an office 
for the transaction of business as such, whose time diuing the regular business hoiu^ 
of the day is devoted to the practice of accounting as a professional public accountant. 

Sec. 3. That there is hereby created a board of accountancy in and for the District 
of Columbia, to consist of three members, to be appointed by the Commissioners of 
the District of Columbia, and who, with the exception of the members first to be 
appointed, shall be the holders of certificates issued under the provisions of this act. 
The members of the board first to be appointed shall be skilled in the knowledge, 
science, and practice of accounting and snail have been actively engaged as profes- 
sional public accountants within the District of Columbia for a period of at least three 
years, and shall hold office, one for one year, one for two years, and one for three years, 
and until their successors are appointed and qualified. The term of each member is 
to be designated by the commissioners in each appointment. Their successors shall 
be appointed for terms of three years from the dates as aforesaid and until their succes- 
sors are appointed and qualified. The commissioners may, after full hearing, remove 
any member of the board for n^lect of duty or other just cause. The board shall 
oiganize by the election of a president and a secretary and a treasurer, and may make 
all rules and regulations necessary to carry into effect the purposes of this act. Any 
two members acting as a board shall constitute a quorum for the transaction of busi- 
ness. 

Sec. 4. That the board of accountancy shall not grant a certificate as a certified 
public accountant to any person other than (a) a citizen of the United States, or who 
has duly declared his or her intention of becoming such citizen, who is over the age 
of twenty-one years, and (c) of good moral character, (d) who is a graduate of a hi^ 
school with a mur years' course or has had an equivalent education, and (e) who has 
received a diploma from some recognized school of accountancy and has had one 
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year's experience in the employment of a practicing certified public accountant or has 
had three years' experience in the employ of a practicing certified public accountant, 
and (f ) except under the provisions of section 6 of this act, who shall have successfully 
passed examinations in the theory and practice of general accounting, in commercial 
law as affecting accountancy, and in such other related subjects as the board may deem 
advisable: Provided, That the board of accoimtancy may waive the provision for 
accounting experience as set forth in clause (e) above, and in lieu thereoi may hold in 
abeyance a certificate to any person who-shall otherwise have qualified until such time 
as the applicant can prove to have served two years in the employ of a practicing 
certified public accountant: Provided further, That the board may waive the require- 
ment for service in the employ of a practicing certified public accoimtant, as set forth 
in clause (e) above, in the case of any person who has had not less than five years' 
actual and continuous experience in auditing the books and accounts of other persons 
in three or more distinct lines of commercial business, provided such person also holds 
the diploma required in said clause (e), but nothing contained in this act shall be con- 
strued as granting any power to waive any provision of this act other than as set forth 
herein, nor shall any such waiver be granted except by the unanimous vote of the 
members of the board . 

Sec. 5. That all examinations provided for herein shall be conducted by the board. 
The examination shall take place as often as may be necessary in the opinion of the 
board, but not less frequently than once each year. The time and place of holding 
examinations shall be duly advertised for not less than three days in one daily news- 
paper published in the District of Columbia, beginning not less than thirty days prior 
to the date of each examination. 

Sec. 6. That the board of accountancy may, in its discretion, waive the examina- 
tion and issue a certificate as certified public accountant to any person possessing the 
qualifications mentioned in section 4 of this act who is the holder of a certificate as 
certified public accountant issued under the laws of any State or Territory which ex- 
tends similar privilege to certified public accountants of the District of Columbia, pro- 
vided the requirements for such certificate in the State or Territory which has granted 
it to the apphcant are, in the opinion of the board, equivalent to those herein required ; 
or who is tne holder of a certificate as certified public accoimtant, or the equivalent 
thereof, issued in any foreign country, provided the requirements for such certificates 
are, in the opinion of the board, ecfuivalent to those herein required; or who has been 
practicing as a public accountant in the District of Columbia for more than three con- 
secutive years next preceding the passage of this act, whose qualifications are, in the 
opinion of the board, equivalent to those rec^uired by section 4 of this act, and who shall 
apply in writing to the board for such certificate within six mouths after the passage 
of this act. 

Sec. 7. That the board of accountancy may revoke any certificate issued iinder this 
act for unprofessional conduct or other sufficient cause: Provided, That liotice of the 
cause for such contemplated action and the date of the hearing thereon by the board 
shall have been mailed to the holder of such certificate at his or her registered address 
at least twenty days before such hearing. No certificate issued under this act shall 
be revoked imtil the board shall have held such hearing, but the nonappearance of 
the holder of any certificate, after notice as herein provided, shall not prevent such 
hearing. At all such hearings the corporation counsel of the District of Columbia or 
one of his assistants designated by him shall appear and represent the interests of the 
public. 

Sec 8. That the board of accoimtancy shall charge for the examinations, together 
with certificates to successful applicants, provided for in this act, a fee of $25. This 
fee shall be payable by the applicant at the time of making his or her initial applica- 
tion. Should the applicant fail to pass the required examination subsequent exami- 
nations will be given the same applicant for an additional fee of $10 for each examina- 
tion. From the fees collected under this act the board shall pay all expenses incident 
to the examinations, the expenses of issuing certificatee, and traveling expenses of 
the members of the board wnile performing their duties imder this act; and if any 
surplus remain on the 30th day or June of each year the members of the board shall 
be paid therefrom such reasonable compensation as the Commissioners of the District 
of Columbia may determine: Provided, That no expenses incurred under this act 
shall be a charge against the fimds of the United States nor the District of Columbia. 
The board shall annually report the number of certificatee issued and the receipts and 
expenses under this act during each fiscal year to the Commissioners of the District of 
Columbia. 

Sec. 9. That if any person shall represent himself or herself to the public as having 
received a certificate as provided for in this act, or shall assume to practice as a certifiea 
public accoimtant without having received such certificate, or if any person having 
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received such certificate, shall hereafter lose the same by revocation, as provided for 
in this act, and shall continue to practice as certified public accountant, or use such 
title or any other title mentioned in section 1 of this act, or if any person shall violate 
any of the provisions of this act, such person shall be deemed guilty of a misdemeanor, 
and upon conviction thereof shall be punished by a fine not exceeding $500, or by 
imprisonment not exceeding six montns, or by both fine and imprisonment, in the 
discretion of the court. 

It is agreed to divide the time between those in favor of the bill and those opposed 
to it. Those in favor will taJce a part of their time, and will be followed by those 
opposing, and then closed by those in favor, so as to give each side a chance to reply 
to the argimients of the other side. 

Senator Capper. - Before you proceed with the hearing, Mr. Chairman, I have a 
letter from Mr. Blair, Commissioner of Internal Revenue, which I would like to read 
and put in the record. 

The Chairman. That may ^o in the record. 

(The document referred to is here printed in full, as follows:) 

November 2, 1921. 
Hon. Arthur Capper, 

United States Senate. 

My Dear Senator: Pursuant to our conversation over the telephone this morning 
I will say that the Commissioner of Internal Revenue gave me a letter concerning the 
matter, a copy of which is fts follows: 

"My* Dear Senator: I am very much interested in your bill to regulate certified 
public accountants in the District of Columbia. It has been intimated that there 
are several people pretending to represent the department. Mr. Fred R. Angevine, 
who will hand you this letter, is the only person who is authorized to represent the 
Bureau of Internal Revenue in reference to this bill. I think he has read the bill 
and approves most of it. 

"I have been told that there will be an attempt made to insert a clause which will 
give standing to a lot of fake certificates that have been issued without examination, 
and I think that great vigilance should be exercised to see that this is not inserted 
in the bill just at the last. I should be glad to have Mr. Angevine confer with you 
at any time in reference to it. A proper bill will be of great assistance and protection 
to us and to the taxpayers, but I think a clause whitewashing certain associations 
and organizations might do more harm than good. 
Sincerely, yours, 

"D. H. Blair, Commissioner.^* 

If you find it necessary to confer with me relative to this measure, I will be pleased 
to come to your oflice at any time. For your information, will say that I may be 
reached on the telephone at Main 1880, branch 432. 
Sincerely, yours, 

Fred R. Angevine, Assistant Solicitor. 

STATEMENT OF MR. J. PAUIi MULLER. 

Mr. MuLLER. Mr. Chairman and gentlemen of the committee, for at least a dozen 
years, as far back as 1908, to my certain recollection, the present auditor of the Dis- 
trict of Columbia, his predecessors, and my humble self, have agitated intermittently 
the creation of a board of certified public accountants, charged with the regulation 
of the practice of accountancy in the District of Columbia, not perhaps because the 
individual activities of the District of Columbia reouired such a body, but primarily 
because the District of Columbia, as one of the political subdivisions of the United 
States, should have a law not only as good as tnat of any State in the country but 
being the seat of the Federal Government and the Congress being our city council 
to some extent, it should have a law regulating that profession which should be recog- 
nized all over the country as a standard. We did not succeed in obtaining any such 
legislation for various reasons, which it is needless to go into now. Other States, 
only 21, if my recollection serves me, having such laws in 1908, followed rapidly 
until to-day not a single State in the Union is without a law of this kind. They are 
not all absolutely the same. 

The Chairman. There is no law governing the issuance of such certificates in the 
District of Columbia? 

Mr. MuLLER. None whatever, Mr. Chairman. The law suggested by the members 
of our committee is on a par with the best State laws in the country. The original 
draft of the Capper bill, which we have examined very closely, requires but very 
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few minor amendments, perhaps, which have been of later development and which 
will be suggested by some of the other members. In its essential features it em- 
bodies everything that a C. P. A. law for the District of Columbia should embody, 
and I am here now in my capacity as chairman of this local conmiittee solely to ui^e 
the passage of the Capper bill, standing as Senate bill 2531, practically as it is in its 
present form. 

The historical development of the accountancy profession, and the particular 
features, or particular dangers, I should say, at this present moment that confront 
the profession, will be especially discussed by other parties appearing here to-day, 
and 1 shall content myself with this short introduction of the genersd purpose. 

I thank you, Mr. Chairman and gentlemen. 

STATEMENT OP DANIEL J. DONOVAN, AUDITOR OP THE DISTBIGT 

OF COLUMBIA. 

Mr. Donovan. Mr. Chairman, I am here representing the commissioners, and also 
myself in a small way. Senator Capper, at my request — and at the time I was accom- 
panied by Mr. Wagner, who is a C. P. A. in Washington — ^introduced this bill now 
before you. In the preparation of this bill I sought the advice of many men whom I 
had confidence in, men who had the same thought in regard to the matter that I had, 
that we ought to have in the District of Columbia as good a law on this subject as you 
will find in any State in the United States. 

Before this bill was prepared and submitted to the combussioners, I took the time 
to read each and every State law on the subject. I believe that Senate bill 2531 is as 
good a law as you will find, or as good a proposed law as you will find on the subject 
in any State in the United States. 

The Conmiissioners of the District of Columbia are concerned only with the bill to 
the extent that they feel that in the District of Columbia we ought to have just as good 
a law regulating the practice of accoimtancy as you will find in any State. The 
commissioners luive already suggested in their report to you two or three slight amend- 
ments. In order that they may not be overlooked, I shall be glad to take a moment 
to call attention to them. 

On page 3, line 12, insert the letter " b" in ** brackets. ' ' On page 3, line 17, follow- 
ing the word "accountant, ' ' insert a comma. On page 4, beginning in line 11, follow- 
ing the word "business," strike out the words "provided such person also holds the 
diploma required in said clause (e). " 

That is all I care to say. May I leave with you, for such consideration as the com- 
mittee may decide to give it, a copy of my report to the commissioners, transmitting 
this bill to them for their consideration; also a copy of a petition filed with the com- 
missioners objecting to certain features of this bill. 

The Chairman. They may be incorporated in the record at this point. 

(The documents referred to are here printed in full, as follows:) 

December — , 1921. 
To the Commissioners: 

The following is submitted on S. 2531, entitled "A bill to create a board of account- 
ancy for the District of Columbia, and for other purposes," which you referred to me 
for report. 

Sub j ect to the correction of two tjrpographical errors and one amendment it is my 
recommendation that the commissioners give their approval to the bill in its present 
form, and that in their report to the chairman of the Senate Committee on the District 
of Columbia they recommend the early enactment of the measure into law. 

The following typographical errors should be corrected: 

On page 3, Ime 12, immediately preceding the word **who," insert **(b)", and on 
the same page, line 17, following the word "accountant," insert a comma. 

The following amendment is recommended: 

On page 4, Imes 11 and 12, immediately following the word ** business," in line 11. 
strike out the words " provided such person also holds the diploma required in said 
clause (e). " The reason for this amendment will appear later. 

The bill in question provides, brieflv, as follows: 

Section 1: Prohibits the use of any designation or title tending to indicate that any 
person, firm, or corporation is a "certified public accountant" except as authorized 
by other provisions of the bill. Nothing contained in the bill interferes with the 
right of any person to practice as a public accountant or auditor without being licensed, 
as long as no tiUe or designation is employed to convey to another that such person 
is a " certified " accountant. 
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Section 2: Defines a "public accountant." This is important and necessary, first, 
to establish competency to memberjfhip on the initial board of accountancy, as set 
forth in section 3; and, secondly, in connection with the operation of that part of the 
waiver clause relating to practicing public accountants, as set forth in section 6. 

Sections*. Provides for the appointment and organization of the initial board of 
accountancy and its successors, and defines the qualifications of members. This 
section further provides for the removal by the commissioners of members of the 
board for cause. 

Section 4: Establishes standards and conditions under which the board of account- 
ancy may issue to persons certificates as "certified public accountants." This is 
proDably the most material and vital section of the entire bill. A certificate can only 
he panted (1) to a person who is a citizen of the United States, or who has declared 
his intention of becoming such citizen; (2) who is of good moral character; (3) who is 
a graduate of a high school with a four years' course, or has had an equivalent educa- 
tion; (4) who has received a diploma from some recognized school of accountancy and 
in adoition has also had not less than one year's experience in the employ of a prac- 
ticing certified public accountant; or (5) in the absence of a diploma has had not less 
than three years' experience in the employ of a practicing certified public accountant. 
Certificates may also be ^nted under the provisions of section 6. 

Section 4 further provides for the examination of applicants for certificates in the 
theory and practice of general accounting, in commercial law as affecting account- 
ancy, and in such other related subjects as the board may deem advisable. The 
board is authorized to waive the requirement for accounting experience in the employ 
of a practicing certified public accoimtant under conditions named in the section. 
The one amendment recommended to the bill relates to this section. It is proposed 
to strike out the requirement for a diploma from some recognized school of accountancy 
(see p. 4 of the bill, lines 11 and 12), so that any person who has had not less than five 
years actual and continuous experience in auditing the books and accounts of other 
persons in three or more distinct lines of commercial business could take the exami- 
nation for a C. P. A. certificate without possessing a diploma from a school of account- 
ancy. 

Section 5: Provides for the holding of examinations by the board. 

Section 6: Defines the condition under which the board may waive the required 
examination and issue certificates to persons granted certificates as certified public 
accoimtants by boards of accountancy in the several States, and to persons holding 
such certificates or the equivalent, issued by foreign Governments. This section 
also permits the board to grant a certificate without examination to any person who 
has been practicing as a public accountant (as defined in sec. 2) in the District of 
Columbia for more than three consecutive years next preceding the enactment of the 
law, whose qualifications in the opinion of the board are equivalent to those required 
by section 4 and who shall apply in writing for such certificate within six months 
after the passage of the act. 

Section 7: Provides for the revocation of certificates issued bv the board for un- 
professional conduct or other sufficient cause, and establishes llie procedure to be 
observed. 

Section 8: Fixes the fee to be paid by applicants for examination; provides for 
the payment of all expenses of the board from fees collected; authorizes the com- 
missioners to fix the compensation of members of the board at the close of each fiscal 
year, such compensation to be paid from any surplus remaining over expenses; pro- 
vides that no expense incurred under the act shall be a charge against the United 
States or the District of Columbia; and requires the board to make an annual report 
to the commissioners. 

Section 9: Prescribes penalties for violations of the act. 

A number of objections have been made against the bill in its present form. Prac- 
tically all or the more material objections appear in the petition filed with the com- 
missioners by a committee claiming to represent "the accounting profession at large 
in the District of Columbia." 

In the first place it might be asked who comprise "the accounting prof ession at 
larce," on whose behalf those gentlemen claim to appear. The record fails to show. 

The committee's first objection is directed against the present title of the bill. 
"Kiis, in my opinion is rather unimportant and the title now used answers the purpose 
equally as well as the one suggested by the committee. 

The next objection is against the definition of a public accountant as given in 
section 2 of the bill. The definition of "accountancy" and "public accountant" 
as proposed by the committee, is carefully desired to eliminate all meaning which 
should or might attach to the word "public" in this connection. If the elements 
constituting the qualifications described by the committee as constituting an ac- 



8 BOARD OF ACCOUNTANCY FOR DISTRICT OF COLUMBIA. 

countant are all that we must expect, the definition would more appropriately 
apply to the term "bookkeeper." However, the vital factor in this attempt to re- 
draft the definition lies in the fact that it is a ''joker" deliberately preparing the way 
for the admission of Federal employees, by eliminating all these requirements which 
would and should bar that class, unless such employees possessed other capabilities 
and experience. More, in this connection, later on. 

The first and second paragraphs on page 2 of the committee's petition are quite 
interesting. Frankly, I fully agree with the ethical theory of providing for the entire 
elimination from practice of those who can not or do not procure tlje "license,' ' view- 
ing the C. P. A. certificate as such. The thought is sincerely commended and would 
be eminently desirable, if practicable. But there is so much precedent against such 
limitation in the accountancy profession as controlled elsewhere, that I can not concur 
in the suggestion that it be incorporated in the bill. No State has yet attempted it, 
to my knowledge, and besides this our courts are so indefinite in the matter of dif- 
ferentiation between "accountant" and "bookkeeper" that the idea seems a venture 
into rather dangerous ground. 

Wliat constitutes an accountant in the eyes of the law comprehends nothing more 
than what we style a bookkeeper. The matter of defining accountancy, in itself, 
leaves the whole matter in a most chaotic condition, when it is desired to understand 
the difference between an "accountant" and a "bookkeeper." The real and only 
immediate and practical objection to the thought of prohibiting public practice 
by those not duly certified lies in the lack of a definition of public practice which is 
sufficiently clear and equitable to avoid trouble for a large class of perfectly honest 
and sincere bookkeepers who do not attempt to transcend the bounds of propriety 
in their services. 

Let me draw a few comparisons: The limitation on the practice of medicine is usually 
confined to the prescribing of medicine, and this is made unlawful excepting for those 
who have been admitted to i)ractice. Yet I can, without the slightest fear of penalty, 
offer advice ad libitum to friends or relatives concerning the taking of remedies, and 
druggists do this as a matter of course. 

Admission to the bar for lawyers only restricts the admittee from competition in 
practice before that particular court. There are scores of business men who ^o hot 
hesitate to give legal advice incidentally with business affairs, and who openly engage 
in semilegal occupations, such as conveyancing, etc., without the slightest pretence 
to membership for actual practice as lawyers. 

In the accountancy profession a bookkeeper is employed by a single establishment. 
He is not a public accountant in any sense. Suppose he accepts a temporary engage- 
ment to assist another employer, does he become a public practitioner? Suppose ne 
makes a living by keeping books for several small establishments which can not afford 
competent help individually; is this public practice? Then where does public 
practice begin? This is the whole problem. You can not define the distinctions 
with such exactness as to make the idea advanced by the committee a feasible one. 

I next note the provisions outlined on pages 2 and 3 of the committee's statement, 
looking to the establishment of a code of criminalty for the accountancy profession. 
While there is no fundamental objection to a defining of these offenses and providing 
penalties therefor, it is seemingly unnecessary in the light of the fact that our laws 
and statutes comprehend all of the crimes attempted to be covered in this case, and 
we would be either duplicating or creating some divergent conditions as a result. 
The committee in arguing its case reminded the commissioners that the Revised 
Statutes contained these provisions, seeming to believe that that justified their in- 
clusion in the bill. To my mind that is a conclusive argument in favor of the sur- 
plusage of such an attempt. 

The remainder of the brief of the committee, excepting for some words of polite 
conclusion, is taken up with a discussion of the advisability of certain requirements 
for obtaining the degree. According to the general tenor or the complaint there is a 
distinct feeling that no diploma should be required, because some particular schools 
might be thereby given an access to patronage not at present enjoyed, and that no 
previous experience should be demanded because that seems to be a direct attempt 
to establish the possibility of a sort of apprenticeship by which practicing certified 
public accountants would be enabled to procure and maintain a force of employees at 
"starvation wages." 

First, the committee accuse the drafters of the bill of having attempted to throw 
a volume of business to schools with which they are identified. Even were this so 
the language is "recognized schools," and unless the board to be selected is to be com- 
posed of members of &e faculties of one or two schools as a limit, the whole argument 
would drop from lack of intent. 

The whole thought in the preparation of the bill was to obtain a law which would 
compare favorably with the best State laws on the subject. In my work on the bil 
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I was assisted by Mr. Wmiam Clabaugh (C. P. A.) and Mr. F. L. Webner (C. P. A.), 
both of this city, also by Mr. J. S. M. Goodloe (C. P. A.), of New York City, chairman 
of the committee on legislation of the American Institute of Public Accountants, as 
well as many others interested in the matter. 

In my opinion the District of Columbia should have the very best law on the subject 
of accountancy. It should be a model for the entire United States. It should not be 
too drastic and I do not feel that such a criticism can justly be made against the present 
bill. The bill is not drawn to meet any selfish or improper or j)ro8pective interest or 
interests. The proposed law is to be a permanent law, and intended to establish 
certain standards of fitness for and to maintain the practice of accountancy as a 
profession. 

Next, we are told that certain practicing accountants will be enabled to procure help 
at so-called ** starvation wages. ^' If that were to be so, there would have to arise 
several other conditions precedent. First, the applicants for these apprenticeships 
would have to be persons of some value as assistants, or else there would be no object 
in employing tiiem at any wages. If purely novices are what is meant, then such 
persons could not expect anything much more than "starvation wages" imtil their 
Knowledge and experience had justified greater. It is not my imderstanding that any 
business or profession pays its untrained help any notable competencies. Again, if 
these men were those who could be called valuable assistants, where would they have 
procured the training and experience which made them so? The bill (as amended) 
completely provides for a kind of experience which eminently meets the situation 
of a competently trained person who may have acquired his knowledge in other 
than a C. P. A.'s office, including the Government service. 

The arguments of the committee are, to my mind, specious. They are an attempt 
to beg the issue. If we are to have any requirements at all they must be based upon 
education and experience, either or both. If we reduce the standards set up in the 
bill, we destroy to that extent the value and merit*of the degree. 

The arguments of the committee, however, have a distinct motive, which is dis- 
closed on page 6 of the brief. That is the object which has been presented in several 
guises and disguises before. The hope is to procure an opportunity for a horde of 
Federal Government employees to obtain a certificate which shall have some weight 
and value as a credential . They are seeking a ' ' royal road , " a " short cut " to the right 
to go out into the world, armea with the coveted certificate and blazen themselves 
before the public as certified public accountants. If we are to have a degree which 
provides, automatically or indirectly, for the admission to certification of a lot of 
persons who for one reason or another would not or could not procure the degrees in 
their own States, then those who seek to maintain the dignity of the craft would not 
hold a District certificate. Under such a law the District would be the laughing 
stock of the accoimting profession the country over. 

As well say that any law clerk shall be admitted to practice before our courts if he 
have a position with the Federal Government, or that any person employed in the 
Surgeon General's Office shall be entitled to practice medicine here. Why should 
accountancy be the only profession which must recognize Federal employment as a 
basis for certification or license. 

Government experience is not equally valuable with commercial as a training for 
public service. It is not even deemed equally valuable as a preparation for Govern- 
ment service. The Civil Service Commission itself reco^ized this. In the unas- 
sembled examination for auditing and accounting positions, especially under the 
internal revenue, no weight is given to the experience derived from Government 
service. From this it would seem that Government experience, per se, should not 
weigh equally with commercial experience as a qualifying prerequisite to the taking 
of the examination. How much less then should such qualification be granted an 
ex officio status entitling any person to the degree without other test. 

Accountancy is a judicial rather than a representative profession. The degree or 
certificate is intended solely as a credential, not as a license to practice. No State 
makes any pretense of excluding from practicing those who do not have a degree. If 
it were a license to practice its effect would be purely local, but as a credential it is of 
broader aspect. It has an interstate character and the force of a recommendation. 
In this light the value of a degree from any particular jurisdiction depends on the re- 
quirements which precede its being conferred. If these requirements are not of pro- 
per rigidity the value of the degree is appraised accordingly. 

Among other important features of this general aspect we must consider the recog- 
nition which the degree should have in the several States. Such recognition will de- 
pend entirely on the acknowledgment by the several States of the fact of equally 
high standards of requirement with their own. No State will give weight or official 
status to a degree which might be obtained with little real preparation. 
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Class 2. Those who possess certain qualifications mentioned in section 4 and who 
hold certificates as certified public accountants issued under laws of any State or 
Territory within certain specified limitations. 

With respect to class 1 we find that, in order to be eli^ble to procure » certificate 
from this- board, the applicant must, in addition to passing the examination success- 
fully, have certain qualifications and have met with certain other requirements. 

The necessary qualifications are: 

(.7) The person must be a citizen of the United States or have declared his or her 
intention of becoming such a citizen. 

(h) The person must be over the age of 21 years. 

(c) The person must be of good moral character. 

(d) The person must be a graduate of a high school with a four years course or must 
have had an equivalent education. This committee has no objection to the above- 
mentioned qualifications. But, in addition to them, the person must have done cer- 
tain things, to wit: 

(e) (1) The person must have received a diploma from some recognized school of 
accountancy and, in addition thereto, the person must have had one year's experience 
in the employment of a practicing certified public accountant, or, (2) in lieu of having 
received the diploma and ha\dng had one year's experience as specified above, the 
person must have had three years' experience in the employment of a practicing 
certified public accountant. However, the board may waive the accounting expe- 
rience mentioned in (e) and hold the certificate in abeyance to certain other classes 
of persons, to wit: 

(1) Those who have qualified otherwise until they shall have served two vears in 
the employment of a practicing certified public accountant, or f2) those who have 
had not less than five years' actual and continual experience in auditing the books 
and accounts of other persons in three or more distinct lines of conunercial business, 
provided such persons also hold diplomas from some recognized schools of accountancy. 

An analysis of section 4, clauses (e) and (J), discloses the fact that a person, in order 
to procure a certificate of his qualincations as a public accountant under the provisions 
of this bill, must be the holder of a diploma from some recognized school of accountancy 
and have had at least five years continuous experience in auditing, or the person must 
be the holder of a degree from some recognized school of accountancy and have served 
from one to two years in the employment of a practicing certified public accountant, 
or if the person does not hold a diploma from some recognized school of accountancy, 
he or she must have served at least three years in the employment of a practicing 
certified public accountant. 

It is therefore clear that this bill has been drawn neither for the purpose of elevating 
the profession of accountancy nor for the purpose of protecting the business world 
from the operation of unscrupulous accountants, but for the purpose of fostering cer- 
tain recognized schools of accountancy and for the purpose of enabling certain prac- 
ticing certified accountants to procure the services of junior accountants at a nominal 
salary. Section 4 of this bill as drawn will encourage the members of the board to 
interest themselves either actively or passively, for pecuniary reasons, in such school 
or schools of accountancy in the District of Columbia as they may see fit to recognize. 
Section 4 of this bill as drawn will enable a limited number of practicing certified 
public accountants in the District of Columbia to hire skilled accountants at a nominal 
salary for terms of from one to three years, while such practicing certified public 
accountants receive fees of from $10 to $50 or more a day for the services of junior 
accountants during their apprenticeship. 

Why, we ask, should an accountant be compelled to attend some recognized school 
or be compelled to work for starvation wages in order to prociure a certificate of his or 
her qualifications as a public accountant? Are the lawyers, doctors, pharmacists, and 
other pio 'essional men and women compelled to do such things in order to procure 
licenses to practice their professions? In answer to the first question we will say: 
*'It is because certain persons who are identified with schools of accountancy and 
certain practicing certified public accountants have drafted this bill to suit their own 
particular interests. " 

In answer to the second question, we say: " No." 

The United States Government has in its employment, in the District of Columbia, 
thousands of accountants who are fully aualified in every respect to become certified 
public accountants and who would be glad to avail themselves of an opportunity to 
take an examination for the purpose of procuring certificates of their qualifications as 
public accountants. These accountants are debarred from this privilege for the reason 
that neither they nor the United States Government can affora a separation in order 
that such employees may qualify under the provisions of this bill. There are in the 
employment of the United States Government in the District of Columbia hundreds 
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of persons who have never received a diploma from a recognized school of accountancy 
and who have never served the requisite period in the employ of a practicing certified 
public accountant, but who have risen high in their chosen profession and enjoy the 
confidence and esteem of their superiors. These persons are drawing salaries of $2,000 
to $5,000 per annum. 

This bill provides that, despite the knowledge and experience in accounting which 
these emplojrees possess, the United States Government will not pennit them to re- 
ceive a certificate of their qualifications from this board, created by it, unless they 
relinquish their pjositions and work for some practicing certified accountant. 

By means of tnis bill the United States Government apparently says to its employ- 
ees: " You can audit the books and accounts of any one wnom I may designate and I 
will accept your report on such an investigation as I have full confidence and faith in 
your abihty and integrity, but you can not audit such books and accounts and certify 
to the audit for anyone eise, because you have not received a diploma from some school 
recognized by my board of accountancy and because you have not served an appren- 
ticesnip under Bill Smith, who procured a certificate as a public accountant in Hawaii 
iinder the waiver claus e . " 

This committee is convinced that, if for no other reasons than those pointed out to 
you in our interpretation of sections 4 and 6 of this bill, you will see fit to render an 
adverse report to the Senate. 

Eighth. This bill as drawn distorts all proper ideas of license and sets the Constitu- 
tion of the United States aside in attempting to legislate in behalf of a certain class and 
not in the public interest. If the public practice of accoiinting is to be regulated, it 
can not be done constitutionally, by seeking to set a designation of preferment upon a 
certain small class of public accountants and by allowing the large majority to practice 
uncontrolled. Such procedure would acknowledge one of two things: First, that the 
profession of accountancy is not a profession which should be within the public con- 
trol, or, second, that it is desirable to aggrandize a certain few, at the expense of the 
many, by means of the conference of a designation or title. 

In conclusion, gentlemen, it has been the privilege of this committee to attempt to 
point out to you that the profession of accountancy is of sufficient public importance 
to warrant legislative enactment upon which the public interest may be protected, 
but the provisions Of this bill furnish no such basis. 
Respectfully, 

D. O'Haire, Chairman, 
Cecil H. Taylor, Secretary. 

(For the Committee.) 

ST ATlfiMENT OP HON. J. HARRY COVINGKTON, OF THE DISTRICT OP 
COLUMBIA, COUNSEL POR THE AMERICAN INSTITUTE OP 
ACCOUNTANTS. 

Mr. Covington. Mr. Chairman, I do not desire to make any statement at this 
time. In the orderly and expeditious conduct of your hearing, those representing 
the American Institute of Accountants have arranjged that its president shall present 
to you a statement of the purposes of this legislation and the impelling reasons why 
it should be adopted. I simply want to say a word in addition to that. 

There seems to be no douot at the present time that accountancy has become a 
profession which has attained to practically the same dignity as the other learned 
professions; that it therefore ought to be surrounded in every particular with the 
same rigorous requirements that we have surrounding the admission of persons to 
the bar and the issuance of certificates to medical practitioners. Moreover, the law 
that is to. be passed for the District of Columbia ought to be, practically speaking, 
one that will permit no loophole that will have the effect of admitting persons to the 
practice of accountancy as "certified public accountants" who would not in every 
way be fully qualified for the practice. 

A careful examination of Senate bill 2531, known as the '* Capper bill,*' will con- 
vince anyone that you will establish the degree of certified public accountant after 
the bill shall be passed and the board of accountants shall have gone into existence 
and operation, so that capable certified public accountants, by complying with the 
requirements of other States, could be admitted to practice without examination, 
and so that certified public accountants of the District of Columbia would be fully 
qualified for admission to practice in the various States. The absence of law at the 
present time has been provocative of the most widespread abuse and certainly needs 
immediate correction. That the Capital of the United States, with its great range 
of business requiring the service of certified public accountants of the highest degree 
and skill, should be absolutely without legislation to regulate the issuance of such 
certificates to persons is unthinkable. 
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The position of the American Institute of Accountants, as it will he disclosed by its 
president, is that the proposed bill is the sort of an act that does saf^s^ard the p>ro- 
fession of accounting, that does properly provide for the sort of public certification 
of accountants, that ought to be in existence in the District of Columbia, and is thus 
exactly the sort of legislation that ought to be passed. That any private association 
organized for business purposes is able to issue certified public accountant certificates 
in the District of Columbia is certainly an unfortunate situation. The public has a 
primary interest in the certified public accountant just as it has in the doctor or lawyer, 
and the speedier the day when a public board ia established in the District with sole 
authority to issue certincates to persons as certified public accountants after appro- 
priate examinlEttions sind preliminary qualifications the better it will be for the pro- 
lession of accountancy both in the interest of the public and the accountants. 

I desire now to present to the committee Mr. Carl H. Nau, president of the American 
Institute of Accountants. 

STATEMENT OP CARL H. NATJ, PRESIDENT OP THE AMERICAN 

INSTITXJTE OF ACCOTTNTANTS. 

Mr. Nau. On behalf of the accounting profession of the United States as represented 
in the American Institute of Accountants, the recognized national organization of 
the profession, we desire to submit the following brief in favor of Senate bill 2531, 
introduced by Senator Capper. , 

As a background for the argument permit us very briefly to refer to the development 
of certified public accountant legislation in the United States. 

The first C. P. A. law was enacted by the State of New York in 1896, and between 
that date and 1903 .Pennsylvania, Maryland, California, Illinois, and Washington 
adopted similar legislation. With increasing rapidity one State after another enacted 
a C. P. A. law until every State in the Union has now a C P. A. law. 

Accountancy^ is a comparatively young profession. Nevertheless, it has made 
great progress m establishing and maintaining high professional and ethical standards. 
All C P. A. legislation has aimed merely to establish certain requirements for the 
C. P. A. degree and make it a misdemeanor for a person to hold himsplf out as a C. P. A. 
without having complied with the requirements. 

Every political subdivision of continental America, except the District of Columbia, 
now has a C. P. A. law similar to that proposed for the District of Columbia by Senate 
bill 2531. Until recent years there did not seem to have been any very urgent need 
for similar legislation in the District of Columbia, but last year there was formed, 
under the general laws of the District of Columbia, a corporation whose charter seems 
to permit it to confer the C. P. A. degree. The magnitude of this evil can pest be 
appreciated when it is understood that this corporation is reported to have issued, 
within the short space of a few months, approximately 3,000 C. P. A. degrees upon the 
mere payment of a small fee and obviously superficial investigation of qualifications. 

The Chairman. What is the name of that association? 

Mr. Nau. The National Association of Certified Public Accountants. Many of you 
can remember the time when M. D. certificates could be obtained from some so-called 
collides upon the mere payment of a fee and a pretense of ha\ing taken a brief and 
entirely inadequate course in such colleges. At this time an analogous situation con- 
fronts the profession of accountancy and the business public which employs C. P. A.'s. 
The Federal Government, the courts, and the business public have come to repose a 
reliance in and to place a large measure of dependability upon the C. P. A. designa- 
tion. This confidence is now being jeopardized by the wholesale issue of C. P. A. 
certificates by this District of Columbia corporation. 

The State of New York was the first State to adopt C. P. A. legislation in 1896, and 
from that time until to-day has issued slightly in excess of 1,000 certificates. 

It is the belief of the profession that the forces which are behind tlus District of 
Columbia corporation are the same forces which are opposing this bill or attemptinj^ 
to procure its amendment. Should this attempt succeed it will go far toward nulli- 
fying the progress which has been made during the past 15 or 20 years. If Senate 
bill 2531 is passed in its present form, it will quite effectively interfere with the busi- 
ness of selling C. P. A. degrees. 

The Chairman. Who grants these certificates in other States? 

Mr. Nau. A State board, invariably. 

The Chairman. By whom is that State board appointed? 

Mr. Nau. Usually by the governor of the State. In several States there is a pro- 
vision in the law which hooks the board up to the educational authorities of the State. 
In New York it is the regents of New York University. 

The Chairman. What are the requirements for membership on that board? 
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Mr. Nau. Beyond the appointment of the first board, I think the invariable re- 
auirements have been that the members of the board shall themselves be C. P. A.'s 
me sole exception to that rule being the first board appointed in the State. 

Mr. Springer. Or legal members. 

Mr. Nau. And some States provide for one member to be a lawyer. 

The Chairman. Where a new law is passed they probably would have no members 
in that State. 

Mr. Nau. No, sir. 

The Chairman. Then they could not be recognized in the appointment of the board? 

Mr. Nau. No, sir. The usual rule has been that the first board appointed has been 
appointed by the governor, after consultation with people whom ne thought were 
competent to advise him, and the first board were not C. r. A.'s. 

Mr. Covington. Mr. Chairman, that is easily cared for in this manner: Just as in 
the case of a board of lawyers, or of other professional men, the requirement that the 
first board shall be selected from reputable members of the particular profession in 
long established practice assures that the first board for such profession that shall be 
appointed will be a thoroughly qualified board, capable of properly carrying out its 
functions. 

The Chairman. The point I desire to bring out is this: To draw the line between 
the character of men necessarily beine selected in the various States for these boards, 
and the requirements of the chartered company that issues similar certificates in the 
District. Unless there is some special provision providing that only experts shall be 
granted that de^ee in other States- then, of course, there would be a verjr great ad- 
vantage. That IS what I was trying to get you to bring out, whether there is any real 
careful selection of this orijginal board, and whether there is a careful examination 
required later. I think it is important to bring out that point. 

Mr. Cov^QTON. Section 3 of tne bill covers that point, I think, Mr. Chairman. 

Mr. Nau. "That there is hereby created a board of accountancy in and for the 
District of Columbia, to consist of three members, to be appointed by the Commis- 
sioners of the District of Columbia, and who, with the exception of the members first 
to be appointed, shall be the holders of certificates issued under the provisions of 
this act. The members of the board first to be appointed shall be skilled in the 
knowledge, science, and practice of accounting, and shall have been actively engaged 
as professional public accountants within the District of Columbia for a period of at 
least three years, and shall hold office one for one year, one for two years, and one for 
three years, ana until their successors are appointed and qualified. The term of 
each member is to be designated by the commissioners in eacn appointment. Their 
successors shall be appointed for terms of three years from the dates as aforesaid and 
until thefr successors are appointed and qualified. The commissioners may, after full 
hearing, remove any member of the board for neglect of duty or other just cause. 
The board shall organize by the election of a president and a secretary and a treasurer, 
and may make all rules and regulations necessary to carry into effect the purposes of 
this act. Any two members acting as a board shall constitute a quorum for the trans- 
action of business.'' 

The Chairman. I would like to ask a Question. What are the financial conditions 
under which it is granted? I mean, is tuere any charge for a certificate granted by 
the board? 

Mr. Nau. I think this bill follows the usual practice and charges a registration and 
examining fee of $25. 

The Chairman. This bill follows the State laws very closely in respect to that? 

Mr. Nau. Yes, sir; it follows the State laws quite closely in that respect. It is 
now commonly accepted that a public accountant who is a C. P. A. possesses certain 
requirements as to education and experience not possessed by many other accoimtants 
who are nevertheless, competent to do certain kinds of work which must be done, but 
which does not need the ability of a C. P. A. Should a lower C. P. A. standard now 
be set by the District of Columbia, the Government will help those who are bringing 
the C. P. A. designation into disrepute and assist them in imposing a deception upon 
the business public. 

Under date of November 8, 1921, there was presented to the Commissioners of the 
District of Columbia a brief which it is believed emanattid from the same forces 
which are behind the District of Columbia corporation referred to above. It may be 
presumed that said brief presents all of the arguments which can be advanced in oppo- 
sition to Senate bill 2531 in its present form. It is therefore desirable to examine 
the points in this brief and to make comment thereon. I shall read the various 
numbered paragraphs in the brief, and then follow with my comment upon them. 
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The brief reads as follows: • 

''Washington, D.. C, Novembers, 1921. 

'*To the honorable Commissioners op the District op Columbia, 

" WashingtOTij D. C. 

"Sirs: On behalf of the accounting profession at large in the District of Columbia, 
we, the undersigned, being a committee appointed by the accountants in the District 
of Columbia for this purpose at a public meeting, respectfully call your attention to 
certain deficiencies and inequalities which exist in Senate bill 2531 , and in a similar 
bill known as H. R. 8522, now pending before the Congress of the United States and 
which have, we are informed, been referred to you for investigation and report. 

"The principal objectionable features of this bill are that it is too broad in certain 
respects and too limited in others, as shown hereinafter, to wit: 

"First. The title of this bill is defective in that it does not state its real purpose, 
which is to license certain public accountants to practice accounting under a certain 
designation and to estop certain others from practicing under such designation, through 
the medium of a board of accountancy which is created by the provisions of the bill to 
accomplish this purpose. It is therefore suggested that an appropriate name for such 
a bill would be 'To regulate the practice of public accountants within the District of 
Columbia and to create a board of accountancy for the purpose of administering the 
provisions thereof.' " 

My reply to that is that the statement that the title of the bill is defective and the 
suggestion of another title for it is trivial and calls for no comment. 

"Second. The definition of a public accountarit as given in section 2 of this bill is 
too restricted. It is therefore suggested that the following definition would, in our 
opinion, be more comprehensive: 'That for the purpose of this act accountancy is 
hereby defined as a profession, and. a public accountant is defined as a member of that 
profession who is skilled in the science and knowledge of accounts; who is skilled in 
the proper methods of preparing and presenting financial statements as disclosed by 
bool&B and accounts, thereby showing actual financial conditions; who is skilled in the 
proper methods of preparing balance sheets and analyses of costs of manufacturing 
and other accounts, and in other matters pertaining to accounts or books of accounts 
within the ordinary definition of the term. '" 

In respect to the second suggestion, I have to say that the suggested definition may 
define an accountant but it does not define a public accountant. 

One who does not hold himself out to the public as a public accountant, no matter 
what he may be able to do or what his merits otherwise may be, certainly can npt be 
deemed to be a public accountant. He may be an accountant and a good one, but 
he is not a public accountant. 

The things in which a public accountant should be skilled as enumerated in the 
suggested amendment are far from being all of the thing^s which he must be skilled in 
doing. Thejr are understood and are taken for granted in the name "certified public 
accountant" itseK. 

"Third. This bill is, superficially, a bill to license certain accountants to practice 

publicly as 'certified' accountants. On any correct theory and practice of license 

all of these persons engaged in any activity, profession, or calling, when such activity, 

* profession, or calling is of such a nature as to require public regulation or control in 

the public interest by license, should be and are licensed. 

"The theory of license and the constitution upon which our laws are based would 
not permit an attempt to, license a part of those engaged in an activity and to allow 
anotner part engaged in the same activity to go unhcensed. It would be ridiculous, 
for instance, to hcense a skilled doctor, lawyer, or pharmacist, to practice and to allow 
the malpractitioner to practice with freedom from restriction or control; or to say 
that a skillful taxicab driver is to be licensed as a 'certified' taxicab driver, and that 
a drunken, reckless, irresponsible driver, who is a menace to* the public, shall be 
allowed to drive, unrestricted, uncontrolled, and unaccountable to anyone. That 
is what this bill says of public accountants. " 

In respect to the third suggestion I have to say that this criticism can be construed 
only as an attempt to mislead those who are not fully informed in respect of the uni- 
versal similarity of C. P. A. legislation in all of the 48 States. It proposes the creation 
of a special class to whom the practice of public accounting would be restricted. 
Under only one of the 48 C. P. A. State laws is any special privilege bestowed or any 
attempt made to restrict the practice of accountancy to holders of C. P. A. certificates. 

The American Institute of Accountants has always opposed and still opposes class 
legislation of this character, recognizing that there is a field for the activities of 
accountants who do not (jualify as certified public accountants. It believes that the 
genius of our institutions is opposed to the creation of privileged classes. Accountants 
as a body desire to stand upon their deserved reputation for merit and want no special 
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privileges from Government other than protection for the name which indicates the 
merit. Should the principle of restricted practice be written into the bill at this 
time one of two thin^ would result: First, if a proper standard be established there 
would not be a sufficient number of persons to do even a small proportion of the work 
which must be done — ^much of whicn does not require a C. P. A. — and it would take 
many years to educate and train a sufficient nimiber of persons who can meet the usual 
C. P. A. requirements; or, second, a lower C. P. A. standard would have to be estab- 
lished in the District of Columbia than that of any State and hence tend to bring 
C. P. A. certificates into disrepute. 

*' F©urth. In the opinion of this committee any accountant who lends his name to a 
misstatement or misrepresentation of facts through reports of financial conditions 
which are not true statements would be subject to penalties and forever thereafter 
be debarred from practicing as a public accountant. Such penalties would have 
the effect of eliminating from the profession of accountancy any person who might 
certify to such a statement and have a deterrent effect on those persons who might 
be inclined otherwise to misrepresent facts. It is, therefore, suggested that such a 
bill as this should contain the following provisions: 

"Any accountant who has been certified under the provisions of this act, who 
shall make or cause to be made a false entry in any book, or who shall make any report 
or reports of the conditions of the accounts of any association, company, body poutic 
or corporate, or any individual person, so as to misrepresent the actual financial con- 
dition of such association, company, body politic or corporate, or individual person, 
for the purpose of obtaining credit or other financial gain, or who shall misrepresent 
such financial condition to others, or who shall sign any report or reports, statement or 
statements which do not reflect the true status of the account or accounts under 
investigation, and which contain false entry or entries, shall be deemed guilty of & 
misdemeanor, and shall be imprisoned for a term of not less than one year nor more 
than five years, at the discretion of the court haying jurisdiction." 

I wish to say, in respect to the fourth suggestion in the brief, that the American 
Institute of Accountants has no objection to the principle announced. Indeed, it is 
trying to forward the time when this principle will be l^ally and judicially recognized 
in this country. The responsibility of an auditor has never been legally or judicially 
determined in this country as it has abroad. Although there is no legal responsibility 
upon the accoimtant other than the responsibility which would be imposed upon any 
other person under a similar state of facts, the i»^anized profession has itself assumed 
a responsibility in this connection, as is evidenced by rule 2 of the Kules.of Professional 
Conduct governing the members of the American Institute of Accountants, which is 
as follows: 

"The preparation and certification of exhibits, statements, schedules, or other 
forms of accountancy work, containing an essential misstatement of fact or omission 
therefix)m of such a fact as would amount to an essential misstatement or a failure to 
put prospective investors on notice in respect to an essential or material fact not 
specifically shown in the balance sheet itself shall be, ipso facto, cause for expulsion 
or for such discipline as the council may impose upon proper presentation of proof 
that such misstatement was either wilful or the result of such gross negligence as to 
be inexcusable." 

Any legal recognition of this principle should be the subject of another law and 
should not be incorporated in this bill. 

"Fifth. This bill should contain a clause providing 'That the board of accountancy 
created imder the provisions of this act shall advertise in the public press the name, 
number, and cause for revocation of any certificate by it.' " 

We have no objection to the fifth suggestion in the brief. 

"Sixth. As it IS not desirable to permit accountants who have not been licensed 
under the provisions of this act to practice as public accountants, it is suggested that 
the following clause be inserted in the bill: 'That any person who professes to be a 
public accountant and who has not been licensed under the provisions of this act 
shall be guilty of a misdemeanor and shall be liable to a fine of not less than $50 nor 
more than $500 for each day or fraction of a day in which such person shall practice 
the profession of accountancy, within the District of Columbia, at the discretion of 
the court having jurisdiction.' " 

This argument has been answered herein in the answer to the third paragraph and 
elsewhere. The incorporation of this provision in the bill would nullify such progress 
as has been made and stop further progress. 

The Chairman. You have referred to "recognized" schools. Who recognizes 
these schools? 

Mr. Nau. The board itself, the a4ministrative board. 

The Chairman. The board? 

* 
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Mr. Nau. The board of accountancy created under the bill. That is one alternative 
of qualification. 

. The Chairman. Do you mean that the boards in the respective States where these 
schools are located recognize the various schools? For instance, suppose an accountant 
should come to Washington and apply for a certificate, he being a ^aduate of some 
school in Illinois. Would this board flien be governed by the llnnois board as to the 
character of that school, or the competency of that school? 

Mr. Nau. That would be a matter that would be open, of course, with the board of 
the District of Columbia. The general precedent has been that the board of one State 
has recognized the opinions of me other State boards in respect to such matters. 

The Chairman. Have you a national board that recognizes these schools? 

Mr. Nau. There are several national orgamzations. The one standing the highest, 
I think, is the American Institute of Accountants, whicJi will not even admit to 
membership all C. P. A.'s. It sets a standard somewhat higher. 1 think it has been 
instrumental in greatly raising the standard in that respect. 

Mr. Covington. Mr. Chairman, there is no national Doard authorized to issue cer- 
tificates to certified public accountants any more than there is a national board that 
is authorized to issue a certificate constituting one a member of the bar. The 48 
different States admit to practice in those States, and the Supreme Court, of the Unit*?d 
States recognizes admission to the highest appellate court of the Stat« coupled with 
assurance of good character as evidence of the right to practice before that body. 
The certified public accountancy profession to-day is controlled by the 48 State boards, 
each of which issues its certificates. When the time comes for the Ohio State board, 
for example, to determine whether an accountant coming from California or Texas 
shall be admitted to practice in Ohio, just a^ here in the District of Columbia in the 
matter of the law, they would determine whether California or Texas has a system of 
admission to the accountancy profession that is sufficiently regulated to make it sure 
that the member coming from that State is abundantly qualified to be admitted in 
Ohio. If he is, he will be admitted without any other examination. 

The Chairman. The reason I asked that question was because I supposed it was 
probably along the same line as issuing certificates to practice law ana medicine. 

Mr. Covington. Precisely. 

The Chairman. But you have this difference. A school that issues diplomas to 
practice medicine is generally recognized, and the character of that school is pretty 
well known throughout the United States, because 6ach State does not have one. 
Now, your schools of accountancy are not so well known. As I understand it, each 
State has absolute control over thoee certificates. 

Mr. Covington. Yes. I think this is the law, as we understand it: That just as 
with boards which admit to the practice of medicine, or other lamed professions — it 
does not apply to the law, because tlu^t is a matter of court regulation — ^the State board 
of accountancy has it within its power to recognize, to the degree that they ought to 
be recognized, the professional schools that assume to train in accoimtancy, and give 
credit for the work of students in those schools to the full extent which they are en- 
titled to have credit. 

The Chairman. I understand. 

Mr. Nau. The school certificate only carries a certain weight as one of the require- 
ments. It is substituted for certain experience in some cases. 

To resume discussion of the brief: 

** Seventh. Section 1 of this bill provides that no person who has not received a 
certifijcate of his qualifications from the board of accountancy created under section 3 
of this bill shall be known as 'certified accountant ' or as a 'certified public accountant. ' * * 

Sections 4 and 6 provide that this board shall issue such certificates to certain per- 
sons falling within the classifications enumerated below, and to no others: 

"Class I. Those who have successfully passed examinations in the theory and prac- 
tice of accounting and such related subjects as the board may deem advisable. 

"Class 2. Those who possess certain qualifications mentioned in section 4 and who 
hold certificates as certified public accountants issued under the laws of any State or 
Territory within certain specified limitations. 

"With respect to class I we find that, in order to be eligible to procure a certificate 
from this board the applicant must, in addition to passing the examination success- 
fully, have certain qualifications and have met with certam other requirements. 

"The necessary qualifications are: 

"(a) The person must be a citizen of the United States or have declared his or her 
intention of oecoming a citizen. 

"(6) The person must be over the age of 21 years. 

'(c) The person must be of good moral character. 
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'* (d) The person must be a graduate of a high school with a four years' course or 
must have had an eauivalent education. 

*' This committee nas no objections to the above-mentioned qualifications. But, 
in addition to these, the person must have done certain things, to wit: 

"(e) (1) The person must have received a diploma from some recognized school 
of accountancy, and, in addition thereto, the persons must have had one year's expe- 
rience in the employment of a practicing certified public accountant. 

" Or (2) in lieu of having received the diploma and having had one year's experience 
as speafied above, the person must have had three years' experience in the employ- 
ment of a practicing certified pubhc accountant. However, the board may waive 
the accounting experience mentioned in (e) and hold the certificate in abeyance to 
certain other classes of persons, to wit: 

"(1) Those who have quaUfied otherwise until they shall have served two years in 
the employment of a practicing certified pubhc accountant; or, 

" (2) Those who have had not less than nve years' actual and continuous experience 
in auditing the books and accounts of other persons in three or more distinct Unes of 
commercial business; provided such persons also hold diplomas from some recognized 
school of accountancy. 

"An analysis of section 4, clauses (e) and (/), discloses the fact that a person, in 
order to procure a certificate of his qualifications as a pubHc accoimtant under the pro- 
visions of this bill, must be the holder of a diploma from some recognized school of 
accountancy and have had at least five years' continuous experience in auditing, or 
the person must be the holder of a degree from some recognized school of accountancy 
and have served from one to two years in the employment of a practicing certified 
pubhc accountant, or if the person does not hold a diploma from some recognized 
school of accountancy, he or she must have served at least three years in the employ- 
ment of a practicing certified pubhc accountant. 

"It is, therefore, clear that this bill has been drawn neither for the purpose of elevat- 
ing the profession of accountancy nor for the purpose of protecting the business world 
from the operation of unscrupulous accoimtants, but for the purpose of bettering 
rec<^nized schools of accountancy, and for the purpose of enabling certain practicing 
certified accountants to procure the services of junior accountants at a nominal salary. 
Section 4 of this bill, as drawn, will encourage the members of the board to interest 
themselves either actively or passively, for pecuniary reasons, in such school or schools 
of accountancy in the District of Columbia as they may see fit to recognize. Section 
4 of this bill, as drawn, will enable a limited number of practicing certified pubhc 
accountants in the District of Columbia to hire skilled accountants at a nominal salary 
for terms of from one to three years while sudi practicing certified pubhc accountants 
receive fees of from $10 to $50 or more a day for the services of junior accountants 
dur^ their apprenticeship. 

"Why, we ask, should an accoimtant be compelled to attend some recognized 
school 6t be compelled to work for starvation wages in order to procure a certificate 
of his or her quahfications as a public accountant? Are the lawyers, doctors, pharma- 
cists, and other professional men and women compelled to do such things in order to 
procure licenses to practice their professions? In answer to the first question, we 
will say: *It is because certain persons who are identified with schools of accountancy 
and certain practicing accountants have drafted this bill to suit their own particular 
interests.' 

"In answer to. the second question we say, 'No.' 

"The United States Government has in its employment, in the District of Colvunbia, 
thousands of accountants who are fully qualified in every respect to become certified 
public accountants, and who would be glad to avail themselves of an opportunity to 
take an examination for the purpose of procuring certificates of their qualifications 
as public accountants. These accountants are debarred from this privilege for the 
reason that neither they nor the United States Government can afford a separation in 
order that such employees may qualify under the provisions of this bill. There are 
in the employment of the Unit^ States Government in the District of Columbia 
hundreds of persons who have never received a diploma from a recognized school of 
accountancy and who have never served the requisite period in the employ of a 
practicing certified public accountant, but who have risen high in their chosen pro- 
fession and enjoy the confidence and esteem of their superiors. These persons are 
drawing salaries of $2,000 to $5,000 per annum. 

"This bill provides that, despite the knowledge and experience in accounting 
which these employees possess, the United States Government will not permit them 
to receive a certificate of their qualifications from this board, created by it, unless 
they relinquish their positions and work for some practicing certified accountant. 
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"By means of this bill the United States Government apparently says to its em- 
ployees: 'You can audit the books and accounts of anyone whom I may designate, 
and I will accept your report on such an investigation, as 1 have full faith and confi- 
dence in your ability and integrity; but you can not audit such books and accounts 
and certify to the audit for anyone else, because you have not received a diploma 
from some school recognized by my board of accountancy, and because ^ou have not 
served an apprenticeanip under Bill Smith, who procured a certificate as a public 
accountant in Hawaii under the waiver clause.' 

*'Thi8 conmiittee is convinced that, if for no other reasons than those pointed out 
to you in our interpretation of sections 4 and 6 of this bill, you will see nt to render 
an adverse report to the Senate." 

Doubtless there are accountants both in private employment and in the employ 
of the United States Government who are as capable as the public accountant, but 
the fact remains that they are not public accountants. They are private account- 
ants. 

The Chairman. What is th^ distinction between a private accountant and a public 
accountant? 

Mr. Nau. a public accountant is one who holds himself out to the public as a 
public accountant, who maintains an office as a public accountant for the practice 
of accountancy, recognized by the courts and the Federal Government, or in any 
private business for the purpose of financing, for the purpose of satisfying the concern 
itself as to its exact financial condition. He is one who is not working for an employer 
and is in a position similar to that of a master to whom a case has been referred by 
a court. 

The Chairman. I understand the difference now, but I know that in my own State 
when they appoint accountants to audit the books of the various county oflBcers they 
have generally appointed private accountants. 

Mr. Nau. Yes; they many times do. 

The Chairman. Accountants that are connected with the banks usually. They, 
according to your construction, would not be public accountants. 

Mr. Nau. Yes; they would be public accountants if that is their vocation, if they 
are not working for a salary on a job somewhere. 

The Chairman. They are working for a salary in the tank. 

Mr. Nau. Then they are in private employment. 

The CHAIRMAN. But they are expert accoimtants. 

Mr. Nau. They may be expert accoimtants, but they do not hold themselves out 
to the public. 

The Chairman. They audit the public accounts of the State. 

Mr. Nau. Miscellaneously? 

The Chairman. They are appointed by the courts to audit the county oflFces. 

Mr. Nau. Yes, sir. Frequently many enterprises do not even employ accountarts. 
Even a bank will appoint an auditor from among its board of directors, but t*hey are 
not public accountants. They may be better than the public accountant. Let ine 
admit that. 

The Chairman. Does this bill permit such appointments as that? 

Mr. Nau. Oh, surely. We protest against the principle of trying to restrict the 
practice to any special class. 

The Chairman. That is all ri^t. 

Mr. MuLLER. Mr. Chairman, Delaware requires three years' experience as a public 
accountant. 

The Chairman. I have no doubt that the gentlemen of whom I spoke have had the 
three years' experience, but they were working for a salary in banks, and therefore 
could not be classed as public accountants. That was the distinction I understood you 
to make. These are gentlemen who are expert accountants, and are frequently called 
outside the State on account of their expert knowledge. Yet they are connected with 
banks, or hold offices in banks. 

Mr. Nau. Yes, sir; but they are not engaged in the practice of holding themselves 
out to the public as public accountants. 

The Chairman. No. 

Mr. Nau. That is what ''public accountant" has come to mean. This is a bill to 
certify a certain grade of public accountants and not Government employees or others 
no matter how capable. Should an accountant who obtains his experience while in 
Government employ or otherwise desire subsequently to enter the practice of public 
accounting, he is not embarrassed by the experienced qualification provisions of this 
bill. If otherwise qualified, he will be competent to apply for a certificate under the 
latter part of (e) of section 4. The requirement that he must serve in the office of a 
certified public accountant is distinctly waived in the event the necessary experi- 
ence has been acquired in another way. 
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Experience has demonstrated that a course of professional study is quite essential 
in preparing a person for the profession of public accounting. Experience, however, 
has also demonstrated that no amount of schooling can be substituted for the prac- 
tical experience which is also required for one who aspires to be a certified public 
accountant. He can not become expert without this practical experience. Hence 
an experience or apprenticeship qualification has been required in aU C. P. A. legis- 
lation. The only practical way to acquire this experience is in work done under the 
direction and supervision of an accountant who has such experience. The medical 
profession supplies its students an opportunity for practical experience and the 
application of theory by service in hospitals, attendance upon clmics, etc., under 
the direction of men of acquired experience and skill. Graduation from a law school 
does not make a lawyer— practical experience and constant study does that after he 
has laid the foundation in school or otherwise. 

The designation *'C. P. A.** will have a much lower meaning, if indeed there shall 
remain any proper meaning at all, unless there be a combination of both scholastic 
and experience or apprenticeship requirements. 

"Eignth. This bill, as drawn, distorts all proper ideas of license and sets the Con- 
stitution of the United States aside in attemptmg to legislate in behalf of a certain 
class and not in the public interest. If the public practice of accounting is to be 
regulated it can not be done unconstitutionally by seeking to set a designation of 
preferment upon a certain small class of public accountants and by allowing the 
large majority to practice uncontrolled. Such proceedings would acknowledge one 
of two things, first, that the profession of accountancy is not a profession which should 
be within the public control, or, second, that it is desirable to agg[randize a certain 
few, at the expense of the many, by means of the conferring of a designation or title." 

The all-sufficient answer to this criticism is that Senate bill 2531 in this respect 
follows the lines of every C. P. A . law in the 48 States of the Union. There is nothing 
unique in this provision. It is classic. It is in line with the univerad development 
of all C . P. A. l^islation. This provision is not an innovation. The sugges tion made 
in the criticism is an innovation and runs counter to the universally established prece- 
dent in every State. 

We bespeak a careful consideration of the arguments which have been advanced 
for and against this bill. We believe that a full and complete inquiry will develop a 
conviction that the opposition to this bill is not in the public interest, but that it is in 
a distinctly private interest, an interest which would take adva tage of the dignity 
and respect which the C. P. A. designation has achieved and would trade upon the 
value which attaches to it for private and personal profit. The opposition is not for 
the protection of either legitimate business or the profession of public accounting. 
It suggests rather the words of Shakespeare: ** There is no vice so simple but assumes 
some mark of virtue on its outward parts.'* 

The Chairman. Are there other States which have schools similar to the one in 
Washington? 

Mr. Nau. Yes, sir. 

The Chairman. Are they recognized l>y the boards of those States? 

Mr. Nau. Many of them. Some of them are not. You may well understand that 
in this young profession, as in many others, there has grown up in recent years, espe- 
cially since Uncle Sam has adopted such complicated methods of taxation, and there 
have been opened up fields that many fellows think they can rightly fill, a number 
of schools, chiefly conducted by correspondence, which do not seem to put the 
emphasis on the educational service they render but upon the fees they can collect. 
There are a number of such schools of accountancjr in the United States. 

The Chairman. The point I want to fix in my mind was that it seemed to me there 
could be no objection on the part of these boards in the various States to recognize 
such schools, provided the schools are of sufficiently high standard and quality to 
guarantee that those receiving diplomas from such schools would be entitled to 
receive them. 

Mr. Nau. None whatever. The way that works, it works a reduction of the expe- 
rience qualification otherwise rec[uired. 

Mr. Covington. There is nothing in the State laws, Mr. Chairman, to prohibit the 
men in the class you referred to a few moments ago — the private accountants in banks — 
from going along and pursuing an accountancy course for the purpose of obtaining, say, • 
in your State of Delaware a C. P. A. degree, and after they have obtained the C. P. A. 
degpree, if their time in the bank permits liiem to do so, they may retain their bank 
positions and at the same time take on certain public clients and thereby augment 
their revenue. There is nothing in the proposea law for the District to circumscribe 
the individual who shall be an accountant other than xipon the score of efficiency. 
There is nothing that is intended to hamper those who, during the course of their 
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private employment as accountants, may find an opportunity to become C. P. A.*s 
in the various States, and thereafter bo^ remain in their private employment and 
obtain such additional clients as they may find possible. I am told by Col. Mont- 
gomery, a leading accountant of New York, that he knows a cashier in a broker's 
office who, after becoming a certified public accountant, continued his employment 
as a cashier but took on clients imtil he had 30 or 40 of 'them, because of his ability to 
hold himself out thereafter as a certified public accountant. 

We will be glad to place at your disposal, for any part of the record, the yearbooks 
of the American Institute of Accountants, which contain all of the various existing 
State laws. 

Mr. Nau. If I may be permitted to say in response to your interrogatory, Mr. Chair- 
man, I think I am perfectly safe in saying that of the graduates of accountancy schools 
throughout the country at least 75 per cent have not yet entered public practice but 
have fitted themselves for the better performance of their duties in private accounting 
work. 

The Chairman. Is it necessary for a public accountant to be a graduate of any 
school? 

Mr. Nau. No, sir. 

The Chairman. In medicine you have to have your degree. The different States 
recognize those degrees from certain collies. As I understant it, an accountant must 
pass an examination before the State board? 

Mr. Nau. Yes, sir. 

The Chairman. And you do not require that they have a degree from any technical 
college? 

Mr. Nau. No, sir. 

The Chairman. But you do require them to take that examination? 

Mr. Nau. In any event. The oegree from a college merely substitutes for the other- 
wise long period of apprenticeship. They can not pass that examination until they 
have acquired, either at a school or outside of the school, that necessary information. 

Mr. Springer. Mr. Chairman, we have used 47 minutes of our time. 

The Chairman. We will now hear from those who desire to speak in opposition to 
the bill. 

STATEMENT OF WILLIAH DE LABOCHE ANDEBSON, ACCOUNT- 
ING COUNSEL, NATIONAL ASSOCIATION OF CERTIFIED PUBLIC 
ACCOUNTANTS. 

Mr. Anderson. Mr. Chairman, I have been asked by the president of the national 
association to present this matter to the committee. 

The Chairman. What is the national association? 

Mr. Anderson. The National Association of Certified Public Accountants is an 
organization which is formed to bring together the accotmtants of the country — the 
professional accountants of the country. 

The Chairman. Bring together in what way? You do not issue certificates to new 
members, do you? 

Mr. Anderson. Oh, yes. They all have to be new members in the first place. 
The regular charter of the association says: 

''First. The name of this corporation, and by which it shall be known in law, is 
National Association of Certified Public Accountants. 

"Second. The term for which it is organized is perpetual. 

"Third. The purposes for which said corporation is to be formed are: To bring to- 
gether in one common union certified public accountants who are now, or heretofore 
nave been, engaged in the practice of professional accounting; also thos* who, by vir- 
tue of education, personal endowments, technical training, and experience are quali- 
fied to perform the duties pertaining to professional accounting; to provide for the ad- 
mission of members; and when said members shall have presented satisfactory evidence 
of knowledge in the theory and practice of accounting, and shall have satisfactorily 
passed the prescribed qualifying examination of the association, to admit said members 
to the degree of certified public accountant, and to issue to such members the associa- 
tion's formal certificate to that degree pertaining; to safeguard the rightful professional 
interests and promote the friendly and social and public relations of the members of 
this corporation; and to do all else incident, appurtenant, and germane to the purposes 
and objects of this corporation. 

"Fourth. The principal office of this corporation shall be in Washington, D. C. " 

The Chairman. By whom was that charter granted? Was it granted under the 
general corporation act here? 

Mr. Anderson. Yes, sir. 



BOABD OF ACCOUNTANCY FOR DISTRICT OF COLUMBIA. 23 

The Chairman. The carrying out of the provisions of this charter certainly equips 
men to pass the examination by the board? 

Mr. Anderson. Yes, sir. 

The Chairman. I can not for a moment understand why such an organization 
would object to a bill creating a board, because it equips you so as to enable you to 
become accountants under the board as provided in this bill. 

Mr. Anderson. I think, Mr. Chairman, you have not got a full conception of what 
is left out of this bill, and I think if you will allow me to proceed you will get that 
information. 

The Chairman. Very well. You may proceed with your statement. 

Mr. Anderson. Under the statutes in force within the various States, of which 
this bill, Senate 2531, is typical, there at present exists a professional monopoly, to 
the territorial extent of some 38 States of the Union, of the official certification of 
public accountants, in the control of a private corporation, namely, the American 
Institute of Accountants. 

The Chairman. Is there anything in this bill that will permit this board to refuse 
to examine or grant a certificate to any applicant, provided the applicant is found 
mentally and morally qualified? 

Mr. Anderson. Is tnere anything which would prohibit them from granting a 
certificate? 

The Chairman. Yes. 

Mr. Anderson. No. 

The Chairman. If there is not, then why do you say there is a professional monopoly? 

Mr. Anderson. I shall go on and explain that. 

The Chairman. All right. 

Mr. Anderson. I will be glad to do that. 

The Chairman. You charge it with being a monopoly. 

Mr. Anderson. No; not this bill, but that the various State boards, through the 
operation of the American Institute, brings about a monopoly. 

The Chairman. What is the American Institute? 

Mr. Anderson. It is a private corporation, just as is the National Association of 
Certified Public Accountants, organized under the same law. 

The means by which this condition has been accomplished is that of the issuance 
of certification by the State boards of accountancy to those who have been rated by 
this said private corporation as having qualified under an examination prepared by 
it, and the withholding by said State boards of accountancy of certification from those 
who are not rated as qualified by said private corporation. 

The Chairman. On what authority do you make that statement, because that is a 
serious charge? 

Mr. Anderson. On the authority of the matter contained in the Journal of Ac- 
countancy, the official organ of the association of which I speak. 

The Chairman. The Journal itself? 

Mr. Anderson. Yes. 

The Chairman. I would Hke to see a copy of the Journal making such an admission 
as that. 

Mr. Anderson. The Journal of Accountancy claims 38 States are accepting the 
American Institute examination in connection with the operation of the States' laws, 
through the medium of the American Institute. 

The Chairman. Do they accept that without giving any further examination? 

Mr. Anderson. Yes. 

The Chairman. They issue certificates? 

Mr. Anderson. Yes. The cause of this state of affairs is the lack of an official 
national board of accountancy, which you said a moment ago you thought existed, 
but which does not exist, regularly established by national enactment, needed by 
the profession, to standardize the profession of accountancy and to coordinate its 
activities, and to license all public accountants who shall publicly practice and to 
prevent those who are not licensed from so practicing. 

The effect is to invalidate all certificates granted upon the ultra vires acts of the 
various State boards of accountancy, who have joined in this system and arrange- 
ment with this private corporation, which has the effect of delegating a quasi judicial 
public authority and responsibility to others than those who are legally authorized, 
under the provisions of the various statutes, and who are beyond their various 
jurisdictions. 

The Chairman. In what State and under what authority is this other school to 
which you refer? 

Mr. Anderson. There was no school. It is not a school. 

The Chairman. It is not a school? 

Mr. Anderson. No, sir. 
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« 

Mr. Nau. It is the same organization for which I spoke. 

Mr. Anderson. This gentleman is the president of the organization. 

The further effect is to cause the National Association of Certified Public Account- 
ants to respectfully protest to the honorable Senate Committee on the District of 
Columbia against this situation and condition in general, and against a favorable 
report upon this bill, Senate No. 2531, in particular, as being in this respect, if enacted 
into law, only another inadequate and ill-conceived statute similar to those of the 
various States and susceptible to the same influences as have already proved to be not 
in the public or professional interest. 

To more clearly present the meaning of this bill to the committee, Senate 2531 is 
herewith presented without change of the text matter other than to substitute "law- 
yer" for "public accountant," where used in the bill, so that the committee may 
consider it in terms of a moral familiar profession. 

(The document referred to is here prmted in full, as follows:) 

A BILL To create a board of accountancy for the District of Columbia, and for other purposes. 

Be it enacted by the Senate and HotLse of Representatives of the United States of America 
in Congress assembled, That any lawyer who has received from the board of law, here- 
inafter created, a certificate of his qualifications to practice as a lawyer shall be known 
and styled as a "certified lawyer," and no other person, and no partnership all of the 
meml:)ers of which have not received such certificate, and no corporation shall assume 
such title or the title of "certified lawyer" or the abbreviation "C. L.," or any other 
words, letters, or abbreviations tending to indicate that the person, firm, or corpora- 
tion so using the same is a certified lawyer. 

Sec. 2. That for the purpose of this act a lawyer is hereby defined as a person skilled 
in the knowledge and science of law, who holds himself out to the public as a prac- 
ticing lawyer for compensation, and who maintains an office for the transaction of 
business as such, whose time during the regular business hours of the day is devoted 
to the practice of law as a professional lawyer. 

Sec. 3. That there is hereby created a board of law in and for the District of Colum- 
bia, to consist of three members, to be appointed by the Commissioners of the District 
of Columbia, and who, with the exception of the members first to be appointed, shall 
be the holders of certificates issued under the provisions of this act. The members of 
the board first to be appointed shall be skilled in the knowledge, science, and practice 
of law, and shall have been actively engaged as professional lawyers within the Dis- 
trict of Columbia for a period of at least three years, and shall hold oflfice, one for one 
year, one for two years, and one for three years, and until their successors are appointed 
and qualified. The term of each member is to be designated by the Commissioners in 
each appointment. Their successors shall be appointed for terms of three years from 
the dates as aforesaid and until their successors are appointed and qualified. The 
Commissioners may, after full hearing, remove any member of the board for neglect of 
duty or other just cause. The board shall organize by the election of a president and 
a secretary and a treasurer, and may make all rules and regulations necessary to carry 
into effect the purposes of this act. Any two members acting as a board shall consti- 
tute a quorum for the transaction of business. 

Sec 4. That the board of law shall not grant a certificate as a certified lawyer to 
any person other than (a) a citizen of the United States, or who has duly declared his 
or her intention of becoming such citizen, who is over the age of twenty-one years, 
and (c) of good moral character, (d) who is a graduate of a high school with a foiir 
years' course or has had an equivalent education, and (e) has received a diploma from 
some recognized school of law and has had one year's experience in the employment 
of a practicing certified lawyer or has had three years' experience in the employ of a 
practicing certified lawyer, and (f) except under the provisions of section 6 of this 
act, who shall have successfully passed examinations in the theory and practice of 
law, in commercial law as affectmg law, and in such other related subjects as the 
board may deem advisable: Provided, That the. board of law may waive the provision 
for l^al experience as set forth in clause (e) above, and in lieu thereof may hold in 
abeyance a certificate to any person who shall otherwise have qualified until such 
time as the applicant can prove to have served two years in the employ of a practicing 
certified lawyer: Providea further, Tliat the board may waive the requirement for 
service in the employ of a practicing certified lawyer, as set forth in clause (e) above, 
in the case of any person who has had not less than five years' actual and continuous 
experience in practice of law in three or more distinct lines of the profession, pro\ided 
such person also holds the diploma recjuired in said clause (e), but nothing contained 
in this act shall be construed as granting any power to waive any provision of this act 
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•other than as set forth herein, nor shall any such waiver be granted except by the 
unanimous vote of the members of the board. 

Sec. 5. That all examinations provided for herein shall be conducted by the board. 
The examinations shall take place as often as may be necessary in the opinion of the 
T)oard, but not less frequently than once each year. The time and place of holding 
examinations shall be duly advertised for not less than three days in one daily news- 
paper published in the District of Columbia, beginning not less than thirty days prior 
to the date of each examination. 

Sec. 6. That the board of law may, in its discretion, waive the examination and 
issue a certificate as certified lawyer, to any person possessing the qualifications men- 
tioned in section 4 of this act who is the holder of a certificate as certified lawyer 
issued under the laws of any Stat« or Territory which extends similar privileges to 
certified lawyers of the District of Columbia, provided .the requirements for such 
certificate in the State or Territory which has granted it to the applicant are, in the 
opinion of the board, equivalent to those required herein; or who is the holder of a 
certificate as certified lawyer, or the equivalent thereof, issued in any foreign country, 
provided the requirements for such certificates are, in the opinion of the board, 
equivalent to those herein required; or who has been practicing as a lawyer in the 
District of Columbia for more than three consecutive years next preceding the passage 
•of this act, whose qualifications are, in the opinion of the boara, equivalent to those 
required by section 4 of this act, and who shall apply in writing to the board for such 
certificate within six months after the passage of this act. 

Sec. 7. That the board of law may revoke any certificate issued under this act for 
unprofessional conduct or for other suflficient cause: Provided, That notice of the cause 
for such contemplated action and the date of the hearing thereon by the board shall 
have been mailed to the holder of such certificate at his or her registered address at 
least twenty days before such hearing. No certificate issued under this act shall be 
revoked until the board shall have held such hearing, but the nonappearance of the 
liolder of any certificate, after notice as herein provided, shall not prevent such 
liearing. At all such hearings the corporation counsel of the District of Columbia or 
one of his assistants designated by him shall appear and represent the interests of the 
public. 

Sec. 8. That the board of law shall chaise for the examinations together with cer- 
tificates to successful applicants, provided for in this act, a fee of $25. This fee shall 
"be payable by the applicant at the time of making his or her initial application. 
Should the applicant fail to pass the required examination subsequent examinations 
will be given the same applicant for an additional fee of $10, for each examination. 
From the fees collected under this act the board shall pay all expenses incident to 
the examinations, the expenses of issuing certificates, and traveling expenses of the 
members of the board while performing their duties under this act; and if any surplus 
remain on the 80th day of June of each year the members of the board shall be paid 
therefrom such reasonable compensation as the Commissioners of the District of Co- 
lumbia may determine: Provided, That no expenses incurred under this act shall be 
ti charge against the funds of the United States nor the District of Columbia. The 
"board shall annually report the number of certificates issued and the receipts and ex- 
penses under this act during each fiscal year to the Commissioners of the District of 
Columbia. 

Sec 9. That if any person shall represent himself or herself to the public as having 
Teceived a certificate as provided for in this act, or shall aasume to practice as a cer- 
tified lawyer without having received such certificate, or if any person having received 
such certificate, shall hereafter lose the same by revocation, as provided for in this act, 
and shall continue to practice as certified lawyer, or use such title or any other title 
mentioned in section 1 of this act, or if any person shall violate any of the provisions 
of this act, such person shall be deemed giiilty of a misdemeanor, and upon convic- 
tion thereof shall be punished by a fine not exceeding $500, or by imprisonment not 
exceeding six months, or by both fine and imprisonment, in the discretion of the 
'Court. 

The Chairman. Let us take the practice of law as you define it there. Nobody 
is admitted to practice law in the States unless he successfully passes an examination 
before a board which is appointed by the State. 

Mr. Anderson. Yes, sir; but under this bill they are permitted to practice by the 
wholesale. 

The Chairman. Oh, no; after they have passed the examination under the board 
created by that State. 

Mr. Anderson. Then they become certified lawyers, but before they pass anything 
:at all they are lawyers. We are public accountants, the same as certified public 
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accountants. You allow us to practice freely and uncontrolled. I say that under 
the provisions of this bill you allow the lawyer to practice whether he is qualified 
or unqualified. 

The Chairman. Does this bill say all accountants shall be allowed to practice 
whether qulaified or not? 

Mr. Anderson. Yes, sir. 

The Chairman. In what part of the bill do you find it? 

Mr. Anderson. I don*t find it. It isn't in it. 

The Chairman. Why do you say it is in it? 

Mr. Anderson. By its being out of the bill they are allowed to do it. 

The Chairman. It defines who shall be permitted to practice. It does not define 
who shall not be. 

Mr. Anderson. It defines who shall practice as certified public accountants. Any 
public accountant doing the same class of work, without having the designation in 
law, could practice freely and uncontrolled, just as a certified public accountant 
practices. 

The Chairman^ I fail to see the force of that. 

Mr. Anderson. That is the fact. There are accounting concerns all over this 
country, probably 10 to 1, of uncertified public accountants, practicing, as against 
the certified public accounting concerns, and have been for years. They are 
doing the same as the certified public accountant is doing. There is no law that 
controls them at all. 

The Chairman. In none of the States? 

Mr. Anderson. No, sir. 

The Chairman. As I understand it, there is a law in every State in the Union 
controlling who shall practice as expert accountants. 

Mr. Anderson. No, sir; only in Oklahoma. That is the only State. In no other 
State is there such a law. 

The Chairman. There is no law of that kind in any State, except Oklahoma? 

Mr. Anderson. If this bill becomes a law I Can practice my profession as a public 
accountant just as freely as I am doing it now, and there is nothing in there that is 
going to control me in any way, shape, or form. 

The Chairman. W^y do not you or those connected with the organization here 
suggest to me certain amendments to this bill that should prevent anyone practicing 
the profession that is not competent to do so? 

^. Anderson. That is what the national association stands for and that is what 
we are here to urge that you do. 

The Chairman. You make some suggestion of amendments. 

Mr. Anderson. You would have to draw a new bill. 

The Chairman. I suggest that you draw a new bill covering that pomt. 

Mr. Anderson. We will be very glad to do it. 

The Chairman. I am not an expert accountant. The only way I can compare this 
bill with any other is by the general regulation of the professions in the States. 

Mr. Anderson. That is what we want. We want to have our profession legislated 
for in the same way that other professions are legislated for. We don't want to say 
there shall be a special class within the profession. We want that there shall be one 
profession, and that profession shall he a homogeneous profession without aristocracy 
or superprofession within it. 

The Chairman. Go ahead with your statement. 

Mr. Anderson. Note that under the provsions of this bill all lawyers are allowed 
to practice whether they be qualified or unqualified and that the only power that the 
board of law has is to certify those lawyers who voluntarily appear for examination 
and qualification, and that the board is without authority or means of interfering in 
any way with all other lawyers, their practices, their methods or their designations, 
or in any manner whatsoever. 

This bill does not make accountancy a profession as in law, medicine, etc., and it 
does not seek to license those who practice accountancy as a profession; in general, 
it merely creates a board of accountancy to issue to those who may be qualified wid 
who voluntarily seek qualification by said board, a certificate designating or styling 
them with a title under this particular bill; it confers powers of a regulatory nature 
only to the extent that the certificate issued by the said board may be, under certain 
conditions, revoked, but it confers no authority as to the regulation of the practice 
of the person, as a professional public accountant, after such revocation of such cer- 
tificate, and it confers no authority whatsoever as to the regulation or control of public 
accountants in the practice of their profession. 

The Chairman. What does yo r school do? I want to get that clear. 
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Mr. Anderson. We have no school, sir. Our association is somewhat along the 
lines of the American nstitute. 

The Chairman. What is the charter for? 

Mr. Anderson Just as we have read it; to bring together those who are qualified. 
The Chairman. Is there any fee charged? 

Mr. Anderson. There is a fee; yes, sir; a small fee. Our association is modeled 
T^ery much after the American Bar Association. 
The Chairman. Do you make any charge? 
Mr. Anderson. A small fee; yes, sir. 
The Chairman. How much? 
Mr. Anderson. $15 for membership. 

The Chairman. What are the requirements for membership? 
Mi, Anderson. Examination as to qualifications and fitness. 
The Chairman. Who conducts the examination? Do you have professors? 
Mr. Anderson. We have had professors from Harvard; we have had professors from 
Columbia, and people from other schools, and the staff oflficers; not the officers of the 
association, but the staff officers. 

The Chairman. Why do you fefel, with all these advantages of that class of profes- 
sors, that you will be discriminated against by such a board? You have an advantage 
which the ordinary applicant does not have. 

Mr. Anderson. We feel that the law is an improper and inadequate law, when the 
situation requires a proper and adequate law. 

The Chairman. Your objection is that the law is not strict enough? 
Mr. Anderson. The law is not strict enough. You can drive a horse and wagon 
all the way through it. It does not get you anywhere. It is a useless proposition, 
except to give a designation or a title. If you want to give a title to somebody, it is 
very good for that. 
The Chairman. Does that define what a public accountant is? 
Mr. Anderson. Yes; but where does it say who has any control over that public 
accountant after he has been defined? 
The Chairman. The board that is appointed. 
Mr. Anderson. No, not in this bill. 

The Chairman. It does not provide for the granting of permission to become public 
accountants afterwards? 

Mr. Anderson. No. It provides not to become certified public accountants. At 
least, it provides for certified public accountants, but a public accountant can practice 
freely and uncontrolled. 

The Chairman. What is the difference between a public accountant and a certified 
public accountant? 
Mr. Anderson. The difference is in name only, sir. 

The Chairman. If you had such a law as this, a certified public accoimtant would 
mean one who had been certified to by the board as a public Accountant. 
Mr. Anderson. Yes, sir. 

The Chairman. Ana if you had a law prohibiting anybody from practicing as a 
public accountant except those who were certified, then you certainly would have a 
law controlling the situation. 
Mr. Anderson. That is just what we want. 
The Chairman. That is what this bill provides. 

Mr. Anderson. No; it does not. But if 1 have your assurance of that, we will 
withdraw our opposition. It does not so provide. 

The Chairman. Unless the law provides that nobody shall practice accountancy 
except those that are authorized by this board, then I should say the law was of 
little effect. 
Mr. Anderson. We agree with you, sir. 
Mr. Covington. May I ask Mr. Anderson a question? 
The Chairman. Do you object to a question? 
Mr. Anderson. I will be very glad to answer the gentleman. 
Mr. Covington. I am a member of the American Bar Association. Did you state 
that your organization is organized on the same general lines as the American Bar 
Association? 

Mr. Anderson. I stated that we tried to follow the purposes of the American 
Bar Association with our association and membership. 

Mr. Covington. You must know that the American Bar Association does not 
provide in the slightest degree the qualifications for the admission of its members 
to the bar, but that it is a voluntary organization composed entirely of members of 
the various State bars who in each instance have subscribed to all of the qualifica- 
tions of tiie respective States in which they reside. 
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Mr. Anderson. That is the point. That makes the difference between the two — 
accountancy and law. We accountants have got to establish for ourselves qualifica- 
tions which are not imposed in the various States as they are in law, in medicine, 
and in other professions; but there is no such law pertaining to accountants except 
in Oklahoma. 

Mr. Covington. Then there is no similarity between your organization and the 
American Bar Association. 

Mr. Anderson. There is, so far as we attempt to follow the American Bar Asso- 
ciation. It does follow it, as far as we can. 

Mr. Covington. And you are willing to let remain in this record the statement 
that you are attempting to follow the policies of the American Bar Association? 

Mr. Anderson. As applied to accountancy. 

Mr. Covington. As applied to accountancy? 

Mr. Anderson. Yes. 

Mr. Covington. You are trying to function in the same way the American Bar 
Association functions with respect to its members? 

Mr. Anderson. I can not make the statement absolutely, because I am not a lawyer, 
and do not know just what the bar association is actually doing. 

Mr. Covington. I want to be perfectly clear in my statement to you. 

Mr. Anderson. Any statement I make as to any similarity between our association 
and the bar association is not based upon my personal knowledge of the bar association, 
but what I understand to be the bar association. 

Mr. Covington. What I wanted to bring out is that the American Bar Association 
emphatically recognizes as the standard oi admission to the legal profession the re- 
quirements fixed by the 48 States of the United States; that it does not fix or recognize 
any other standard as to character or particular qualifications, but that it accepts as its 
qualification for membership those members of the bars of the 48 States of the 
United States who have been admitted as provided by the State laws and are recom- 
mended to the association as to good character. 

There is one other question I would like to ask. 

Mr. Anderson. Before you do that, I will say there are absolutely no fixed State 
regulations or requirements for public accountants in any State except Oklahoma. 

Mr. Covington. There is one other question I would like to ask, but I do not believe 
Mr. Anderson meant what I understood him to say. 

In the early part of your statement you said that the American Institute of Account- 
ants and the 38 States that have now recognized boards of accountancy that practi- 
cally parallel the provisions of the Capper bill were cooperating in a system of restric- 
tion which conspired, so to speak, to prevent the admission to the profession of ac- 
countancy of people who ought to be admitted. In other words, tnat the 38 best- 
organized State boards in the United States, Delaware, Kansas, New York, and others, 
are all engaged at this time in a method that you say is subversive of the best interests 
of the profession. Is that correct? 

Mr. Anderson. No. I said that under the statutes in force within the various 
States, of which this bill is typical, there are at present exists a professional monopoly, 
to the territorial extent of some 38 States of the Union, of the official certification of 

fublic accountants, in the control of a private corporation, namely, the American 
nstitute of Accountants. 

Mr. Covington. That is what I am getting at. You say that the boards of the 38 
States that recognize as part of their qualifications the standard that has been set by 
the institute are engaged in the creation of an accountancy monopoly? 

Mr. Anderson. That is my contention; yes. 

Air. Covington. In other words, a bill paralleled by 38 of the best organized States, 
as is this bill, is subversive of public interest could be used for the purpose of creating 
a monopoly among accountants? 

Mr. Anderson. We claim this type of legislation is absolutely inadequate, as we 
say, and not in the public interest. That is why we are here opposing this type of 
le^slation. 

The Chairman. I want to get the object of your chartered organization fixed in my 
mind. You say one moment it is not a school, and yet you charge $15 for membership 
in that organization. 

Mr. Anderson. Yes, sir. 

The Chairman. What are the objects, if it is not a school? 

Mr. Anderson. The objects of that association are to try to do legally, as we inter- 
pret the law, based upon the decision of the Supreme Court of North Carolina, what 
this coordinating national medium you referred to a while ago could do, to coordinate 
and harmonize the activities of the various State boards which are now operating 
under 48 State laws. That is the main purpose of this organization, which should be 
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made official by natdonal le^lation through a national board of accountants, l^ally 
authorized. At present we nave no law on the subject. 
The Chairman. Why would that have to be national? 

Mr. Anderson. On this subject it would have to be national, for the reason that 
the effect of accountancy can not be confined within any one State. If you have an 
auditor making a report in Dover, Del., the effect of the report does not remain in the 
office of the chent there in Dover, or in Delaware. It is reflected as far as there are 
stockholders, debtors, or creditors, or any interest connected with the business, that 
would use that report in protecting or doing its business, and it becomes a national 
activity. 

This bill, based upon the volimtary act of the public accountant, in taking advantage 
of an opportunity offered by the board of accountancy, set up imder the provisions of 
this bill for examination, seeks to confer a designation of preference in the public 
estimation upon such public accoimtants as voluntarily accept such opportunity 
this bill does not seek to qualifv certain public accountants for a specific purpose or 
for a specific act, or to practice before a specific body politic. It does, however, seek 
to give preference in the public estimation and in the practice of the public accountant 
before the public, to those who happen to have been able to take advantage of the 
opportunity offered and who have been voluntarily willing to comply with the arduous 
expensive, time-consuming, scholastic tests and thereby it discriminates against those 
public accoimtants who have not been able without loss, or otherwise, to accept the 
opportunity and who have not been willing or able to meet the arbitrary requirements 
contained in the bill which are not made mandatory upon all public accountants, as 
a prerequisite to practice before the public. 

This bill superficially appears to be a bill to license accountants to pubhc practice, 
when qualified, under the designation of certified public accountant, abbreviated 
" C. P. A.'* On any correct theory of license, linder the police j>ower vested in the 
Government, all of those persons engaged in the activity, profession or calling to be 
licensed, should be and are licensed. The theory of license will not permit the licens- 
ing of a part of those .engaged in an activity and the entire freedom from license of 
the balance of those engaged in the same activity. It would be ridiculous to license 
a skilled doctor, lawyer, or pharmacist to practice, and to allow the malpractitioner to 
practice with freedom from public restriction or control, or, to say that a skilled taxicab 
driver is to be licensed as a certified taxicab driver and that all drunken, reckless, or 
irresponsible drivers, who are a menace to the public, shall be allowed to drive unre- 
stricted, uncontrolled, and unaccountable to tne body who has licensed the skillful 
driver. It would be ridiculous to say of lawyers, as does this bill of public account- 
ants, that 1 per cent of all lawyers may be designated "certified" lawyers, and that 99 
per cent may practice without qualincation or control. 

Rights in the profession of accountancy, of the certified public accountant, under 
the provisions of this bill, are no greater than are the rights of the uncertified public* 
accountant — both still remain professional public accountants, and as such, under 
well-known principles of law, have, equally, property rights in the profession which 
must be protected and not discriminated against by the law. The property right of 
the profession is vested in the professional, regardless of his designation. 

The public accountant has also vested in him the property right which attaches to 
all values which enter into the successful practice of his profession. If among these 
values the pubhc accoimtant possesses testimonials, letters^ certifications, designations 
legally acquired and possessed and legally issued, the said accoimtant has the right' 
under the law to the use of the said property, and it can not be taken away from him 
under the provisions of this bill. The public accountant may use designations which 
the public reaHze are generally issued throughout the various States of the Union 
and in the District of Columbia, and which is generally known as not particularly 
pertaining to any one locaUty or State so long as the public are not deceived by the 
use of same. 

Inasmuch as there is no prohibition contained in this bill of the practice of public 
accounting within the District of Columbia by public accountants of other localities; 
inasmuch as the public of the District of Columbia is commonly acquainted with the 
fact that certification of public accountants has heretofore existed within the District 
of Columbia, and in the various States, the fact that another and different certification 
of public accountants has been provided will not prohibit the public of the District 
of Columbia from purchasing accounting service of the class, designation, quality, 
and kind which best suits its purpose, and can not prohibit that service bein^; offered 
in the class, designation, quality, and kind which it represents. The public of the. 
District of Columbia is on notice that the designation provided under this bill is used 
already in 48 States and in the District of Columbia — caveat emptor. 
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The District board of accountancy, or any other District official body or person, 
has no authority, under this bill, to pass judgment upon the qualification to practice, 
the propriety, the methods of practice, the propriety or legality of designation, nor 
have they any authority, under this bill, to prosecute or attempt to control, directly' 
or indirectly, in any manner, public accountants in the practice of their profession, 
other than those who voluntarily present themselves for examination and who, under 
the propriety of this bill, become certified. Any such attempt would constitute an 
ultra vires act and "the law will strip them of tne power to do so by its restraining 
process. " Supreme Coiurt of North Carolina. 

The attention of the committee is respectfully invited to the effect that the passa^^e 
of this legislation would have upon legislation already enacted bearing upon the 
grading and governmental acceptance of accountants by the Civil Service Commis- 
sion, Federal Reserve Board, Bureau of Internal Revenue, Interstate Commerce 
Commission, etc. It would appear that an anomalous situation will be presented 
inevitably. 

Now, Mr. Chairman, I would like to present Mr. Frank Breaker, the original C. P. A. 
of the United States. 

Mr. Covington. I would like to ask this gentleman a question or two before he sits 
down. 

The Chairman. You may do so. 

Mr. Covington. I have reduced the questions to writing and will submit them to 
the chairman and ask that they be propounded to the witness. 

The Chairman. Can you tell me how many certificates the national association 
has issued since its organization? 

Mr. Anderson. No, sir. I am not an officer of the national association. 

The Chairman. How long has it been in operation? 

Mr. Anderson. I don't know. I have only been with it for a few months. 

The Chairman. Is anybody present who knows that? 

Mr. Anderson. Yes, sir; both Mr. Carpenter and Mr. Hutchison. They are 
familiar with those facts. 

The Chairman. We will proceed with the next witness. 

Mr. Anderson. I introduce to the committee Mr. Frank Breaker, of New York. 

STATEMENT OF FRANK BBOAKEB, CERTIFIED PUBLIO ACCOUNT- 
ANT OF THE STATE OF NEW YORK. 

Mr. Broaker. My name is Frank Breaker. I am certified public accountant No. 
1 of the State of New York. 

The first certified public accountant legislation in the United States was passed 
in the year 1896, under the auspices of the then American Association of Public 
Accountants, of which I am a past president, and the present American Institute of 
Accountants is its successor. At the time of the passage of the act the membership 
of public accountants was about 19, owing to the falling off of membership, dues of 
the members not being paid for some years. Bills had been introduced in the legis- 
lature two years in succession, and the chairman of the Judiciary Committees in the 
senate and assembly considered it class legislation. The word "shalP' appeared in 
those bills. On the advice of the chairman of the Judiciary Committee of the senate, 
Senator Ray, the bill was changed so that the word ^^may-*' was inserted instead of 
the word *' shall. ■*' They would not permit class legislation then, as intended by this 
bill, as this bill stands to-day. 

Any person may practice as a pubUc accountant, and we have it in the State of 
New York 10 to 1 — 10 public accountants not certified as against 1 accountant that 
is certified. 

The board of regents were authorized in that bill to prepare rules for the examina- 
tion of those who wished to enter that special class, and to permit the appointment 
of a board of three examiners for that purpose. I am the sole surviving member of 
the first board. As such examiner I laid out the procedure and gave them the sub- 
jects, quoting to them text books from Columbia on the subject of accountancy, 
together with my partner, Mr. Chapman. 

When I reported to the trustees they were all interested as to who would and who 
would not receive certificates. No member knew the other fellow's qualifications. 
The profession was in rather a crude condition. They had prepared examinations 
for admission to that body of such a nature that no one could pass them, and I don't 
know of any member of the American Association, up to the time of the consolidation 
of the American Institute of Accountants, that ever did pass the examination. 
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Under the provisions of that bill the State board of regents, upon recommendation 
of our State board, would permit the issuance of certificates under their set of require- 
ments of six years, dating back to 1890. The bill read: 

*' Anyone who was in public practice for one year or more prior to the passage of 
the act may, upon application to the board of regents and approval of the board of 
examiners, receive a certificate of qualification to practice as a certified public ac- 
countant." 

I believe the first State board issued approximately 180 certificates imder that 
"provision of the law. If they had their shingle out as a pubUc accoimtant and they 
-practiced as such and earned a livelihood, the State board could only use its beet 
:^udgment. 

My profession in 34 years has not arranged for any standardization in forms of ac- 
counts. As they stand to-day, they are deficient in one important subject, namely, 
inventory and its treatment in accounts. In almost every statement that is issued 
to the general public, and which is the result of loss to the banking and business pub- 
lic, the subject of inventory and its treatment in accounts, you will find in" the bal- 
ance sheets inventory as taken and valued by the client. I ask the question, why do 
they not qualify cash and every other prepay in the same way? 

Since the parage of this act we have 47 States who have modeled legislation along 
the same lines, and we are looking forward to the time when instead of being merely 
certified public accoimtants, as a result of class legislation, which I think is the intent 
and purpose of this bill, that we will be able to have national legislation and not only 
be qualified public accountants, certified as such by some State, but will have the 
stan^) of the National Government affixed to our qualifications. We have no such 
requirement in any State except Oklahoma. 

We find that the successor of our organization, the American Institute oi Account- 
ants, is a membership organization, a social body. I have been a member of it, and 
resigned from it for the reason that there was no mingling of ideas for the benefit of 
iihose who may follow after us. I do not know that they have ever had a scientific 
debate. It has been a social organization made up of some of our representative men, 
the same as any other organization. 

I was very much surprised to hear that the American Institute of Accountants 
had taken it upon themselves, in order to increase their membership, to encourage 
:applications, with the understanding that if examinees pass the examination, they 
being the ones that prepared the examination questions for the various State boards of 
examiners in 38 States, they would also automatically pass the examination of any one 
•of the other 38 States. That has been done. The questions have been prepared by 
the private corporation, not the boards of examiners of those States; the answers were 
marked by this private corporation examiner, not by the examiner of those States; 
.and upon the result of such examinations, which were ultra vires, are declared illegal 
by the Supreme Court of North Carolina, and such certificates which have been issued 
are pronounced valid. 

Now, many members of the American Institute of Accountants are very dear friends 
'Of mine, and I have known them 20 or 25 years, yes, 30 years; but when this bill was 
brought before me I said, " If we have another bill, let us get a bill to protect the public. 
'We have no such bill, not even in any State." 

Now, let us see the conditions. One society springs up, another springs up, and we 
find them all over the country. We have the condition of a certified public accountant 
•duly qualified under the laws of the State of New Hampshire being held up in the 
police court by a member of the New York State Society of Certified Public Account- 
:ants. He claims, as his own individual idea, that no one can practice in the State of 
New York unless he has received from the regents of that State a certificate entitling 
liim to use the letters "C. P. A." That man is a C. P. A. in the State of New Hamp- 
:flhire. I am not sure, but I beUeve he passed the examination standard of the Amer- 
ican Institute of Accountants. I may be wrong. If I am, you can correct me. He 
has been held in bail by Magistrate Simpson. 

We have thousands of public accountants practicing in my State. If you are a 
licensed plumber, no one but a licensed plumber can follow that line of business. 
But if this bill becomes a law you will have the very same trouble. While this will 
virtually pronounce C. P. A.'s as a part of a selected class of men, hundreds of others, 
including Government employees, bank oflSicials, and others similarly situated, will 
still continue to practice as public accountants. It is not a profession. It is merely 
a privileged right to those who wish to offer themselves for examination. 

I have been looking forward, with the assistance of the members of my profession , 
to change ourselves from a mutual admiration body, get together, come to Congress , 
and have national legislation so that no person but a certified public accountant, a 
qualified maiv, can practice this profession. As it is to-day any person can practice. 



^ 



32 BOARD OF ACCOUNTANCY FOR DISTRICT OF COLUMBIA. 

There are no restrictions whatever. I don*t know what the outcome will be in my 
State. 

I have warned some of the members of the New York State Society of Public Ac- 
countants, who are closely affiliated with my old friends in the American Institute of 
Accountants, that if this man from New Hampshire is convicted they may look for 
retaliatory legislation in the other States. It would mean that if I am a certified 
public accountant in New York State, and you wanted me to come to Delaware in 
your service, I would not dare to sign "Certified public accoimtant of New York." 
I could only say I was a public accountant. 

This bilLfollows along the same lines as the other States. I am in favor of a bill for 
the District of Columbia, if it is a bill, not a bill that will follow class legislation. As 
it is now, C. P. A.'s all over the United States belong to class le^slation. They are a 
profession, the same as the lawyer or doctor. I beUeve I am m a position to know 
everything from the creation of this profession up to the present date. 

The statement has been made that we are not attempting to restrict or hold back 

oung men from becoming certified public accountants. That is a misstatement. 

e have a professor here from my university, and I guess he will bear me out. In my 
State, no matter if you had every qualification and was able to pass the C. P. A. ex- 
amination, still you would ha\e to serve at least two years, in a grade not less than that 
of junior, in the office of a certified public accountant, whether that certified public 
accountant had any business or not. He would have all the say as to what you would 
get. That is the ruling of the regents to-day. If that student has studied 20 years at 
Columbia, he must still enter the employ of a certified public accountant. The same 
thing applies to the University of New York, located in New Y'ork City. The gentle- 
men tliat believe in passing this bill will say I am quite right about that. Five years 
in the study or practice of accountancy and at least two years in the employ of a 
certified public accountant; that is the rule. 

Now, gentlemen, I am ready to answer any questions. 

The Chairman. Are you a member of or connected with the Washington institution? 

Mr. Broaker. 1 am only a member and pay my dues. I am not an officer or mem- 
ber of the board. 1 am practicing as a certified public accountant, interested in the 
progress of the profession, and I would like to see a bill passed that will protect the 
public and the members of the profession. 

Mr. Covington. You do conduct examinations in New York for the national asso- 
ciation? 

Mr. Broaker. 1 have prepared some questions; yes. 

Mr. Covington. To that extent you do have some interest in the national associa- 
tion? 

Mr. Broaker. Not beyond preparing their questions. 

Mr. Covington. Have you done that as an eleemosynary act? 

Mr. Broaker. I certainly have, and paid my own expenses to Washington and will 
pay them back. 

Mr. J. S. M. GooDLOE. Does not the New York law provide: "Any citizen ^f the 
United States who has practiced three years as a certified public accountant in another 
State under a license or a certificate of Ms qualifications to so practice, issued by the 
proper authorities of such State, may, upon payment of the regular fee, in the discre- 
tion of the regents of the university, receive a certificate to practice as a certified 
public accountant without an examination"? 

Mr. Broaker. I was not referring to that. 1 was referring to our young men grow- 
ing up, students attending New York University and Columbia University. 

Mr. GooDLOE. You stated that no member of this association, the present institute, 
prior to its consolidation, which was in 1905, had ever passed the examination. 

Mr. Broaker. The American Association of Public Accountants. Yes; that is 
what I said. 

Mr. GooDLOE. I did. 

Mr. Broaker. You were easy. 

Mr. GpODLOE. I took the New York examination. 

Mr. Broaker. That is the American Association of Public Accountants. 

The Chairman. Unless there are some concrete questions, I do not think we should 
take up the time. 

Mr. Broaker. If there is anything further, I am willing to answer it. 

Mr. Anderson. Mr. Hutchison, president of the national association. 
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STATEMENT OF JOHN B. UUTOHiSON, PRESIDENT OF THE NATIONAL 
ASSOCIATION OF CERTIFIED PUBLIC ACCOUNTANTS; C. P. A. NO. 
1, WYOMING; C. P. A. IOWA; AND C. P. A. No. 1, NATIONAL ASSOCIA- 
TION. 

The Chairman. When was this association organized? • 

Mr. Hutchison. June 4, 1921. 

The Chairman. It has been in existence less than a year? 

Mr. Hutchison. Yes, sir. 

The Chairman. How many certificates has it issued during that time? 

Mr. Hutchison. Approximately 2,700. 

The Chairman. Do you make a charge for these certificates? 

Mr. Hutchison. Yes, sir. 

The Chairman. What is the charge? 

Mr. Hutchison. $15. 

The Chairman. What are the qualifications or requirements to secure such a 
certificate? 

Mr. Hutchison. The requirements are that they must have passed a State C. P. A. 
board under a written clause, or they may come in under the waiver clause of the 
State that issues a C. P. A. certificate, providing they have had three years' experience. 

The Chairman. You issue these certificates in States where they have such a law, 
and the applicant has not passed the examination of that State board? Is that correct? 

Mr. Hutchison. Yes, sir. We accept all those who have passed the civil-service 
examination, ^de 3 and, interdepartmental examination known as examination C, 
which is the highest examination given by the civil service. 

The Chairman. It is really, then, a school? 

Mr. Hutchison. No, it is not a school. You might term it a school, if you want to 
call it an examination school. 

The Chairman. It is a postgraduate school? 

Mr. Hutchison. You can term it a graduate school if you wish. We hold exami- 
nations. 

The Chairman. It is postgraduate, from the fact that your membership comes 
from those States having a law governing the practice, and you admit those who 
have complied with the laws of those States. Am I correct in that? 

Mr. Hutchison. Yes, sir. If you wish, I will read the whole clause. 

The Chairman. You might state it briefly, and we will put it in the record. 

Mr. Hutchison. * 'Applicants who have the knowledge, training, and experience 
specified in one or more of the following groups, and who are duly certified by the 
board of examiners of this association, may, in the discretion of the board of governors, 
be admitted into membership without further examination. 

**(a) Holders of certified public accountant's or chartered accountant's certificates 
who have actually taken the written examinations under the laws of the State or 
Territory under which the said certificate was issued." 

In addition to that we hold examinations. 

The Chairman. What is the paper from which you read? 

Mr. Hutchison. The application for examination for membership in the association. 

The Chairman. That may be incorporated in the record at this point. 

(The document referred to is here printed in full, as follows:) 

"Applicants who have the knowledge, training, and experience specified in one or 
more of the following groups, and who are duly certified oy the board of examiners 
of this association, may, in the discretion of the board of governors, be admitted into 
membership without further examination: 

*'(a) .Holders of certified public accountant's or chartered accountant's certificate 
who have actually taken the written examinations under the laws of the State or 
Territory under which the said certificate was issued. 

*'(6) Holders of certified public accountant's or chartered accountant's certificate 
admitted under the waiver clause; or licensed accountants; or holders of accoimt- 
ancy degrees or the equivalent thereof; who have had three years* experience as a 
professional accountant, the last year of which must have been the year next preceding 
the date of this application. 

"(c) Teaching experience of three years or more in a recognized school in a course 
of not less than two scholastic years in higher accountancy preparing pupils for the 
examination for certified public accountants or business administration, the last year 
of which must have been the year next preceding the date of this application. 

**((/) Applicants who have satisfactorily passed the United States Grovemment 
interdepartmental examination known as examination C, or senior auditor (highest 
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grade), and have had one year or more experience as auditor for the United States 
Government. 

''(e) Applicants who have passed the United States Civil Service Commission 
examination for senior auditors or grade three auditors (highest grade) and have had 
two vears or more experience as an auditor. 

''Oral examination: Applicants mav be required to report either in Washington^ 
D. C, or elsewhere for oral examination to determine their personal charaoteristicff 
and address, tactj judgment, adaptabilitv, and general fitness for the performance of 
duties as professional auditors. An applicant who fails to pass the oral examination 
will not be eligible for membership." 

The Chairman. Do you only make a charge to those who pass the examination, or 
do you charge the entire fee to all? 

Mr. Hutchison. We make the charge. If for any reason the application is rejected^ 
the fee is returned. 

The Chairman. How many are on the board? 

Mr. Hutchison. On the board of examiners? 

The Chairman. Yes. 

Mr. Hutchison. There are nine. 

The Chairman. It is a purely private concern? 

Mr. Hutchison. Exactly, sir. 

The Chairman. Have you any further statement to make? 

Mr. Hutchison. There is just one thing. I will state why I am not in favor of 
this bill, Senate 2531. I will only take two or three minutes, but I would like to 
go back to the time when I began aa an accountant, back along in 1885. 

If you will remember, those of you who were doing this work along in 1885 and 1890- 
and 1895, we were not certified public accountants; we were not public accountants, 
but we were systematizers. We took a man's books and changed them from the blot- 
ter into double entry, or from single entry into double entry, and showed him how 
to get out his statements. Now, we run along for a certain length of time, and along 
about 1895 there began to be in the various States laws that were going to advance- 
accountancy. They were going to make the bookkeeper more than the fellow who- 
did the posting and counted up the cash. 

Along about 1895 we created a State board of C. P. A.'s. We ran along satisfac- 
torily with C. P. A.'s, because nobody was fighting it. Nobody particularly cared,, 
because it was of no value. We could do as much without it as we could with it. 

Now, we come along up until 1917, when we desired to have accountancy made a 
profession. Along in 1917, shortly after the income tax went into effect, we found 
accountants all over the United States were advancing from $3 a day to $15 and $25 
a day. Now, what we want, and what the National Association of Certified Publicr 
Accountants would like to have, would be a bill that would make accountancy a 
profession, just the same as the practice of law is made a profession. In other words, 
if you are going to be an accountant, you ought to be an accountant; if you are not 
going to be an accountant, if you are not going to pass the examination and be a 
licensed accountant, you ought not to be an accountant of any kind. So I find in 
going over this bill it does not, in my judgment, in any way, shape, or form regulate- 
accountancy for the accountant. 

Now, the gentleman spoke about us having practically 3,000 members in the- 
national association. I am going to state that unaoubtedly there is something wrong 
in the accounting profession within the United States when approxiinately 3,000 pro- 
fessional accountants in six months will come in and join the national association 
against other accountants' associations that have been running for years. Therefore- 
there* is a demand all over the United States that we have licensed accountants and 
that accountancy should be made a profession. 

That is all I desire to say. 1 thank the committee for their courtesy. 

The Chairman. Those in favor of the bill will now be heard. If we can complete 
the hearing within that time, and it is found necessary, we will continue for another 
hour. 

STATEMENT OF EDWABD E. OOBE, BEPBESENTING THE ILLINOia 
SOCIETY OF CEBTIFIED PUBLIC ACCOUNTANTS. 

Mr. Gore. I represent the Illinois Society of Certified Public Accountants, and 
am a member of tne board of examiners of the State of Illinois. 

It has been stated in opposition to this bill that the boards of examiners accept the 
markings of the institute in the matter of examinations. I am not able to speak for 
any other State, but I am able to say for Illinois that the examination papers are care- 
fully examined, each and all of them, by the members of the board of examiners^ 
and that the awards of certificates as certified public accountants are made upon the 
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independent judgment of those examiners, and have resulted more than once in the 
refusal of a C. P. A. certificate to those who had passed the American Institute ex- 
amination for members; likewise, on the otiier hand, it has been found that those 
who have been refused admission to the institute on their examination were found 
qualified for the C. P. A. degree under the examination conducted by my associates 
and myself. 

The interest of the certified public accountants of the State of Illinois in the enact- 
ment of this bill is to be found in the protection to them in the designation they have 
worked for. We have some hundreds of men in Illinois who have, at great inconven- 
ience, at almost unbelievable deprivation, finally fitted themselves for the exainina- 
tion that has been set by our law, have received tneir certificates, have been admitted 
to practice, and now ask of Congress protection in the enjoyment of the certificate for 
which they have labored. Some of them, to my certain knowledge, have engaged 
principals of high schools to educate them at night in order that they might meet 
the (qualifications set in our State by the State university, which is the authority ad- 
ministering the law, and which required a high-school education or its equivalent, 
I have known them to spend two years in the study of common law in order to pass 
that feature of the examination, working all day long and supporting a family. These 
men who have labored in this way are now asking Congress for the enactbaent of a 
bill that will protect them in their designation as certified pubUc accountants. 

To talk of this being class legislation is entirely erroneous. If there ever was a piece 
of legislation that is free from that charge, this is it. This simply sets up the ma- 
chinery by which the qualifications of the candidate may be ascertained and a 
certificate granted to him, upon his demonstrating that he possesses those qualifica- 
tions. It does not stop any other man from calling himself a public accountant. It 
should not. It should not take away the means of earning a livelihood from that man 
who can not pass the examination, and yet can by the exercise of such skill as he has 
earn a livelihood for himself and family. There is no State in this country that would 
ever permit the passage of a bill which would deprive that man of the p^i^'ilege of 
earning a livelihood because he could not pass aft examination. There is no desire 
on the part of certified public accountants with whom I come in contact to restrict the 
business or to say that no one except those who are certified diall practice, because 
the actual effect of that would be to deprive the business interests of this country of a 
suflicient force of accountants to do the business required to be done. There is a 
scarcity of certified public accountants. The attitude of the American Institute 
and all the various Stete societies of certified public accountants toward the certifica- 
tion of others is to encourage them. We need them. I want to employ accountants 
right now, I need a large number, whom I can not get. 

Forty-eight different legislatures have passed upon the proposition before you in 
the Capper bill and have decided aflfirmatively in favor of such a law. You are asked 
to beheve that those 48 legislatures have been misguided, misinformed, and have 
effected legislation that is injurious to the country. It is very hard to come to that 
conclusion. 

Here we have, in the District of Columbia, the only place where one can go and get 
a certificate without going through an examination and displaying the qualities that 
are reouired in the various States in this country. I regard it as a disgrace to the 
Unitect States that here, and here only, can be obtained a certificate without demon- 
strating the qualifications that are required by the various States. I am not m^eaking 
idly when I make that charge, because I know of some of the men who hold certifi- 
cates issued by this national association, and I know they were not qualified and they 
are not qualified to-sday. 

Mr. Anderson. Micht I ask a (luestion? 

The Chairman. Will you yield for a question? 

Mr. Gore. Yes, sir. 

Mr. Anderson. How many Illinois accountants were certified without examina- 
tion? 

Mr. Gore. I don't know exactly, but I should think about 50. There may have 
been 75. 

Mr. Anderson. How many altogether? 

Mr. Gore. Now? 

Mr. Anderson. Yes. 

Mr. Gore. About 300. 

Mr. Anderson. Seventy-five were certified without examination? 

Mr. Gore. Seventy-five were certified under the waiver clause, because they had 
been in business more than five years next preceding the passage of the act. 

Mr. Anderson. How long has that law been in force? 

Mr. Gore. Since July 1, 1903. 
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Mr. Anderson. Where in Washington can you get a certificate without an exam- 
ination? 

Mr. Gore. Certificates have been awarded by the National Association of Certi- 
fied Public Accountants without the persons who received them having been qualified 
accountants, and in some instances without them ever having been accountants at 
all. I am speaking of cases within my knowledge. 

Mr. Anderson. Who does that? 

Mr. Gore. Who does it? 

Mr. Anderson. Yes. 

Mr. Gore. I said they were obtained from the National Association of Certified 
Public Accountants. 

Mr. Anderson. On those terms? 

Mr. Gore. Yes; on those terms. 

Mr. Anderson. I think you are entirely mistaken. 

Mr. Gore. Oh, no. You will become real well aware of it within a very brief 
period. 

Now, Mr. Chairman, the interest of the certified public accountant who has obtained 
his certificate in the regular and proper way is to be served by the passage of this bill. 
He does not want to monopolize his profession. He is hoping that those who come 
after him will likewise be certified, but he realizes there are conditions existing at 
this time which will make it impossible for the business interests of this country to 
be served acceptably if only certified public accountants are permitted to practice. 
There is nothing in this petition that invades the right of any man. If the accountants 
of the District of Coliunbia want to come in and submit to examination, in order to 
call themselves certified public accountants, this bill gives them that right. It 
takes nothing from them. It only seeks to give them that which, by exhibiting 
their qualifications, they can show they are entitled to. 

Mr. Anderson. May I ask a question? 

The Chairman. Yes. 

Mr. Anderson. How many public accountants in Illinois are practicing, compared 
with the certified public accountants that are practicing? 

Mr. Gore. I don't know. There are a good many in the practice who call them- 
selves public accountants whose practice is very limited, botn in its extent and in its 
character. For instance, a man who would have a half dozen sets of books that he 
writes up and makes monthly statements from, and does no other business, wouid be 
designated a public accountant, although he is not in the strict sense of the term. 

Another thmg that complicates this situation is that a number of firms are operating 
which employ 50 to 75 or 100 or more men. Many of them are certified, and all of them 
say they are accountants, but they are working under the direction of certified public 
accountants. Seventy per cent of the public accountants' work of the country is done 
imder the supervision of certified public accountants. 

Mr. Anderson. How many public accountants can a certified public accountant 
successfully supervise and give the professional service which is supposed to be back 
of the degree of certified public accountant? 

Mr. Gore. That test would not be on the number of accountants he could supervise, 
but on the number of different jobs he could supervise. He can supnervise from 6 to 10, 
the really capable man can. Other men are not capable of supervising more than from 
2 to 5. It would be a very poor C. P. A. who could not supervise 2 or 3 or 4 or 5 jobs, 
using, perhaps, from 10 to 30 men on them. 

Mr. Anderson. How do you define *' supervision"? 

Mr. Gore. I would start the work, put the men to work, then go with them from 
time to time, check the work up when finished, see that it is right, and make my report. 

Mr. Anderson. The supervising accountant does not go over the books at all? 

Mr. Gore. He makes a proof on the work. 

Mr. Anderson. Even though he signs the report? 

Mr. Gore. Not at all. It is not his duty. He does not sign the report in my organ- 
ization. After he makes the report, he passes it on up to the heads of the house, and 
they make it, using such parts of his work as they want, changing the phraseology as 
they see fit. 

Mr. Anderson. The report is not the report of the man who made the audit, but of 
somebody who has been in the office and who calls himself a certified public account- 
ant. 

Mr. Gore. It is the work of men who by their qualifications have found themselves 
able to command a responsible accounting business, having the confidence of the 
community and being able by their skill and attention to business to build up such a 
business as requires the assistance of other men, and who give to it the work that rounds 
it out, perfects it, and puts upon it the stamp of the character of the establishment. 
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Mr. Anderson. The^^stamp of the character is what is being sold and not the service 
oi the accountant. 

Mr. Gore. He gets the service of the accountant, with all this other service in 
addition. 

The Chairman. I think this has very little to do with the merits of the bill before 
us. 

Mr. Covington. This is a discussion of the merits of accounting. 

Col. Montgomery, a member of the Pennsylvania Institute of Accountants, will be 
the next speaker. 

STATEMENT OF BOBEBT H. MONTOOMEBY. 

Mr. Montgomery. I am here as a charter member of the Pennsylvania Institute of 
Certified Public Accountants. I helped to pass the law in Pennsylvania in 1898. I 
am an ex-president of the American Association of Public Accountants, and I am first 
vice president of the New York State Society of Certified Public Accountants. 

I would like to say just one word about the administration of the law in Pennsyl- 
vania since its inception in 1898. During this entire period the Pennslyvania Insti- 
tute has cooperated with the State board in the education and training of our young 
men and women of the State of Pennsylvania who have any desire to enter the pro- 
fession of public accounting. We have endeavored to assist them, not only in educa- 
tional requirements, but also in professional work, in accounting work. During all 
that time, instead of having in mind any sort of a monopoly, there has been a constant 
and continuous effort to bring into the ranks all of those who are qualified. 

When I moved to New York State, I was granted a certificate by the State of New 
York without examination, in view of my having secured a certificate from the State 
of Pennsylvania. 

I am also in charge of the accounting course at Columbia University in New York 
Gity. There we attempt to carry on the educational work which I have alluded to as 
having been carried on in Pennsylvania. We have attempted to assist all of those 
who have in mind the securing oi the C. P. A. degree. In all this work, in all this 
training, there is held out the inducement that if they qualify in the professional 
aspect they will be able to hold themselves out as certified public accountants. We 
have worked with and through those who are successful accountants, and were at the 
time, as they felt that they could call themselves public accountants. Whenever 
they have passed over from doing purely private work in the service of one employer 
to that category where they are holding themselves out to the public, from that time 
on they are welcome in the profession as a whole, in the profession of pubUc account- 
ancy. 

So that my personal contact for 30 years has been with those who have been striving 
to get a certified public accountant's degree, to have it mean something, and who in 
these various States ask that the District of Columbia, that Congress in the District 
of Columbia, pass a bill which will effectively protect the standing of the degree. 

Mr. Broaker. Will you state whether, yes or no, after the student leaves Columbia 
University, after you have subjected him to all the various requirements in examina- 
tion, that student can receix^e a C. P. A. degree from the State of New York, through 
the State board of examiners, unless he shall have served at least two years in the ofljoe 
of a certified public accounant of a grade not less than that of junior? 

Mr. Montgomery. I think that is the requirement. 

Mr. Broaker. Is it, yes or no, according to the rule? 

Mr. Montgomery. You must not ask me to answer yes or no. 

Mr. Broaker. Then I will ask Mr. Goodloe. 

Mr. Montgomery. I will answer it. 

Mr. Covington. It seems to me this is needlessly taking up the time of the com- 
mittee, because the bill now before you, relating to the District of Columbia, provides 
no sudd restriction. It does provide certain altern^,tives which will open up to those 
who take the examination tne widest straight road toward intelligent certification 
as public accoimtants. 1 1 has been well drawn. I don' t know whether Senator Capper 
of his own knowledge of accountancy did it, or whether he had the assistance of 
some one skilled in accountancy. It is certain, however, that it is a good bill, and it 
does not contain the sort of provision Mr. Broaker is objecting to. 

Mr. Anderson. May I ask a question? 

The Chairman. Yes. 

Mr. Anderson. Mr. Montgomery, may I ask this question? 

Mr. Montgomery. Before you ask me a question I would like to answer Mr. Broaker. 
My answer to him would be no, instead of yes, because at Columbia University many 
students, probably all of them of more mature years, are taking courses which will 
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permit them to pass the examination of the regents and be admitted at once to the 
C. P. A. degree of New York. Of the young men, very properly, they exact more 
professional training than in the case of the more mature. 

Mr. Broaker. I am glad you told me that, because I have a few cases of mature 
men, probably over 40 or 50, who have been requested to serve two years on the staff 
of a certified public accountant before they can obtain a degree, although they have 
the other qualifications. 

The Chairman. I would appreciate it very much as chairman of the committee 
if these questions that are entirely extraneous might be asked after the hearing is 
over. 

Mr. Anderson. I wotdd like to ask a pertinent question, Mr. Chairman. 

The Chairman. You may do so. 

Mr. Anderson. Is there anything contained in this bill which will regidate in any 
way the practice of accountancy by anyone other than those certified by the board? 

Mr. Montgomery. No. 

Mr. Anderson. May not any public accounant practice freely and uncontrolled 
imder the provisions of this bill? 

Mr. Montgomery. I think so, just as in every State, except Oklahoma, which is 
the only exception. 

STATEMENT OF J. S. M. OOODLOE, OP NEW YOBK. 

The Chairman. We would be glad to have you confine yourself to those things 
that have not already been brought out, as far as possible. 

Mr. Goodi.oe. Mr. Chairman, one of the most important considerations in a matter 
of this kind, to my mind, is not so much the protection of the pubhc accountants as 
the protection of the business public, which, in the last 25 years, has learned to realize 
the \alue of that title and what it stands for. In New York they have learned to 
distinguish between the certified public accountant and the public accountant. 
They appreciate the fact that there is special work in accounting, in certain lines of 
accounting, when one man has been devoting his entire time to that one subject. 

The public accountant is qualified in some things, but he has not the broad experi- 
ence which would perhaps qualify him as a certified public accountant. The business 
public realizes the difference. Many of our banks will accept some statements from 
a public accountant, but when it comes to a matter of determination or final conclu- 
sion, havdng it come before our courts, the testimony of a certified public accountant 
takes precedence over that of an accountant. The reason for that is that he has 
proven his qualification. 

If it was not for the fact that these designations have a value this District of Golimi- 
bia organization would not now be trying to use a title which has been built up through 
efforts of the qualified men for 20 or 25 years, without requiring the Qualifications. 

I have been a practicing accountant for some 22 or 23 years. I served my apprentice- 
ship in New York, begbining in 1895. I was there during the inception of the original 
passage of the first C. F. A. law. I was at that time in the employ of one of the original 
promoters of that law. It was not Mr. Breaker's law. Mr. Broaker was useful in 
that, with others, but I resent, as a member of the New York Stat« Society of Public 
Accountants, the statement that Mr. Broaker passed that law. He didn't. He was 
only one of many. 

I feel that in behalf of the New York accoimtants, in behalf of the Ohio accountants, 
where I lived and served for 1 years, tiiat we are entitled to protection; that our banks, 
our clients, our commercial interests are entitled to protection; so that the term * 'C. 
P. A. " may be maintained and its integrity, which we have worked and strived for 
foryears, may be upheld. 

We ask your very careful consideration of this jwrticular point, as to the value of 
this term, title, or designation to the business public. I thank you. 

The Chairman. I would like to ask those testifying not to indulge in personalities 
in any way. It makes no difference to the committee who gets the credit for the 
passage of any legislation. What we want is information regarding the bill now before 
us. 
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STATEMENT OF D. W. SPBINGEB, SECBETABY MICHIGAN STATE 
BOABD OF ACCOUNTANTS AND PBESIDENT OF THE AMEBICAN 
SOCIETY OF CEBTIFIED PUBLIC ACCOUNTANTS. 

Mr. Springer. This is an organization that has been effected, Mr. Chairman, purely 
growing out of conditions existing in the District of Columbia by the organization of 
the National Association. You have been shown the American Institute does not 
require as a condition to membership the holding of the C. P. A. degree. Therefore, 
in some States where they did not include certifi^ public accountants, it was thought, 
after canvassing the whole situation, wise to gather together the C. P. A.'s as such, 
those who had received their certificates as State grants and felt that it was absolutely 
necessary that those certificates be protected against the rotten conditions of things 
in the District of Columbia. I say "rotten condition of things," because I don't 
think the arguments presented against this bill to-day are consistent. They have 
straddled both sides of the case and have fallen off of both. They are not a school, 
although incorporated as a school. They have admitted they are not. If they were 
a school they would gladly welcome such legislation as this as a means of determining 
whether their output is what it should be or not. They are an organization that was 
effected for the purpose of selling certificates. 

The Chairman. We would very much prefer that you discuss this bill and not dis- 
cuss the origin of this school. The committee will tate that matter up very carefully. 

Mr. Hutchison. The National has been discussed and we are in favor of it, but 
that discussion has no bearing on this bill. 

Mr. Springer. All right. Take the other horn of the dilemma. If a method was 
desired of covering all accountants another designation should have been taken than 
the designation that was taken, because the C. P. A. is a designation that has a standing 
in business. 

I siinply want to introduce the first page of the Credit Monthly for November, 1921, 
in the nrst article of which I find this statement: 

"A certificate for every credit man. F. N. I. 0. will be as important as C. P. A.'* 

C. P. A. is merely a trade-mark that has through the course of years been made of 
value in the various States. Our interest as an association in coming to )rou is to ask 
for protection. The people of Michigan who hold C. P. A. certificates will ask their 
Senators to vote for this Dill to protect us in Michigan against the misuse of the term 
C. P. A. The C. P. A.'s in every other State will ask their Senators and Representa- 
tives to vote for the bill for exactly the same reason. We feel it is the only way by 
which we may be protected under all of the circumstances. 

The question oi the Government employee is one that has been referred to. i 
want to bring out this fact, namely, that the Government employee has a means 
of securing a C. P. A. through his respective States. Some States recognize as a 
Intimate claim proof of Government service; others do not. If a State has a law 
that recognizes Government enployment, then the Government employee may go 
back and get his certificate in his State. But it would not be right for the District 
of Columbia to force on to a State that did not have any such provision or requirement 
its opinion in rey^ard to the matter. It is a State's rights' theory, pure and simple, 
different in this country from in England, somewhat different from your bar asso- 
ciation and medical association; and yet not so different after all, because they are 
State rights and State grants. Where the education was gotten makes no difference 
whatever, but it is merely a certificate that permits them to do business. 

This morning I received a letter from the State board of Oregon, saying one of 
their accountants was a Government employee, but he did not waiit to make the 
trip back there to take the examination. Tney made arrangements with the Mary- 
land State board, on the question of reciprocity, under which the examination might 
be given, and he gets his certificate bact in Or^on, although he is working here. 

Reference has been made to the New York situation, an5 the difficulties they 
claim exist there. The State of Michigan, in which I happen to be a member of 
the board, has an agreement with the board of regents of New York, by which the 
New York board recognizes the Michigan certificate. Those are all questions of 
reciprocity that work themselves out automatically when the various State boards 
get together. 

I would like to have filed with you letters from the State boards of accountancy 

•as such, as distinguished from the men in their individual capacities. Mr. Gore 

is a member of the Illinois board, and is also an individual accountant. Their board 

has filed a statement as to their desires in the matter, and so will the rest of th« State 

boards. 

We come to you not because we are particularly interested in the situation in the 
District of Columbia. We come to you as citizens of other States, having been granted 
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C. P. A. degrees, and ask that the District of Columbia so clean its house as that it will 
be on exactly the same level as the rest of us, perhaps not in exactly the same phrase- 
ology, because no two C. P. A. laws exactly tally, but they all have the same purpose. 

Mr. Anderson. May I ask a question? 

Mr. Springer. Yes. 

Mr. Anderson. Is there anything in this bill before the committee which regulates 
the practice of a public accountant within the District of Columbia, in the protection 
of the public or business, or to the advantage of the profession as a whole? 

Mr. Springer. I would say yes. Business understands the title of certified public 
accountant. So far as the public accountant is concerned, they know about that. 

If it is desired to establisn another title by which those may be taken care of, there 
is one field of endeavor in which you might properly be and to which you might turn; 
but when you attempt to take a title already established and make it into a new order 
you are attempting to fool the public. 

Mr. Anderson. Is there anything in this bill that controls the public accountant? 

Mr. Springer. No. That is your job. Gro to it. We are talking about the certi- 
fied public accountant. I don't know anything about what you are talking about. 

Mr. Covington. That closes our case. 

The Chairman. Is there anything further? 

STATEMENT OF CHABLES R. CARPENTEIl, WASHINGTON, D. C, 
REPRESENTING THE NATIONAL ASSOCIATION OP CERTIFIED 
PUBLIC ACCOUNTANTS. 

Mr. Carpenter. I wish to take up a subject that was presented by Mr. Springer, 
Mr. Gore, and the other gentleman from New York, Mr. Goodloe. They are asking 
you gentlemen to protect what? To protect a title of preference over the other 
accountants. They have secured in the various States what? A C. P. A. degree 
which gives them a preference title over other accountants. 

The Chairman. If this bill should pass, is there anything in it, in your judgment, 
that would prevent those competent members of your society who desired from taking 
that examination and becoming members of the certified public accountants? 

Mr. Carpenter. Yes. 

The Chairman. There is something in the bill that will prevent it? 

Mr. Carpenter. Yes. 

The Chairman. That is what we would like to know about. We do not want a 
bill that is discriminatory. 

Mr. Carpenter. The thing that prevents it is this: It says "a recognized school.'* 
It is left to the judgment of the board to recognize the school. It says they must 
serve a certain length of time under a certified public accountant. 

Mr. Springer. Not under the third qualification. 

Mr. Carpenter. Mr. Gore said in the State of Illinois there were approximately 
300 certified public accountants. There are probably 50,000 accountants in the 
State of Illinois. Consider those men having to work under 300 certified public 
accountants. Other States are somewhat worse; for instance, some Western States. 

The Chairman. The most important proposition which has been suggested by you 
is that this bill is discriminatory; that it discriminates against the members of your 
organization. 

Mr. Carpenter. It discriminates against the members of my profession. 

The Chairman. Are you not entitled to comply with the requirements that are 
presented in this bill? 

Mr. Carpenter. I am entitled to if I am in a position whereby I can support my 
family, if I can live, if I can work for such compensation as they desire to give me, 

Eroyided I can give up, the clientele I now have, provided I can give up all my other 
usiness organizations, and devote my time to some man who has securea a certificate. 

The Chairman. You would call that discrimination? 

Mr. Carpenter. I certainly would. 

The Chairman. Then the law of nature is discriminatory;. 

Mr. Carpenter. No. I say put in this law a paragraph similar to section 14 of the 
Oklahoma State law. 

Mr. Covington. I am sure you want to be correctly informed. The Capper bill 
in the waiver clause for paragraph (e) on page 4 specifically provides that tne man . 
who is engaged in the practice of his profession in auditing accounts in three distinct 
businesses is not required to enter tne service of anybody else, but may take the 
examinations to be conducted by the board. 

The Chairman. I would like to hear the amendment you suggested. 
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Mr. Carpenter. Section 14 of the Oklahoma law reads as follows: 

"No person shall be permitted to practice or hold himself out as a public or expert 
accountant, or auditor, for compensation, either by using or subscribing his own name 
or the name of any other person or firm, unless he has Been previously certified as a 
professional accountant imder the provisions of this act." 

That, gentlemen, gives me the same rights as anybody else. That gives me the 
same rignts as a lawyer has; before 1 start out in the practice I must be required to 
secure a license, and I must be responsible to somebody for the work I do. 

The Chairman. There are certain definite requirements in this bill to become an 
expert accountant. 

Mr. Carpenter. No; only a certified public accountant. 

The Chairman. A certified public accountant? 

Mr. Carpenter. Yes. 

The Chairman. If you or anybody else comply with those requirements, whether 
you are a graduate of your school or not, whether you hold a certificate from your 
school or not, you can become a certified public accountant. There are certain re- 
quirements for everything in life. You can not enter college unless you pass a certain 
examination, have certain qualifications. You can not follow any profession without 
complying with certain requirements, but they are not discriminatory. It merely 
depends upon whether you indi\ddually are capable of passing that examination and 
complying with the requirements. It seems to me your school ought to aid instead 
of opposing this matter. 

Au*. Carpenter. Let me read a little from a letter from one of our members: 

"One of my clients discounted notes in two banks and wishes a statement to show 
them the condition of his business as of January 1, but does not desire the banks to 
know how much he has on discount. I advised him the proper balance sheet must 
reflect the contingent liabilities on the notes, and it would be improper to set up the 
sheet without showing the account as I have explained. He states tnat unless I will 
comply with his request he must procure the services of an accountant who will." 

That we find all over the entire United States, and the honest accountant is dis- 
criminated against by reason of not having any law which protects him or the public, 
which makes the accountant responsible for what he is doing. That is what we want, 
such a bill as that. 

The Chairman. You can not make people honest by legislation. 

Mr. Carpenter. But you can punish the dishonest people. We don't want a bill 
which creates a nobility in this country, and that nobility to possess power and control 
over anybody else, with no protection for the public, with no protection for business 
with no protection for banks. If the certified accountants who are here for this bill, if 
they are so good, if they are such expert men, why should they object to having a law 
which protects the public; which makes them responsible for the work they do? I 
don't object. I am willing to take that responsibility. I am looking for it. 

The Chairman. Do you suppose there are suflicient qualified public accountants to 
take care of all of the business at present in the coimtry? Further, do you suppose 
that it would not be a hardship in many cases to have an accountant commanding the 
compensation which a certified public accountant will command, to audit small 
accounts? 

Mr. Carpenter. I will say that under the present monopoly there are not enough 
qualified accountants to take care of the business. I base that statement on the fact 
of my experience, while in the employ of the United States Government, in the 
Treasury Department, handling reports from the taxpayers. I iteceived numerous 
communications from taxpayers to the effect that they could not obtain an accountant 
of any description to take care of their work. 

Now, as to the number of accountants qualified and the prices paid, I can personally 
name dozens of accountants who are not certified, *but who are much more capable, 
much more expert and higher priced in all branches of accounting than those who are 
certified. 

The Chairman. Why do they not become certified? 

Mr. Carpenter. Because they do not have the political influence to become cer- 
tified. 

Mr. Springer. I want the record to show that I object to that statement. I am a 
member of a State board of accountants. That is a reflection on State boards of 
accountancy that I will not allow to go unchallenged. 

The Chairman. The charge is a very general one, and none of us will apply it to 
ourselves. Present company is always excepted. 

Mr. Anderson. Mr. Cnairman, might I say that I have been a public accountant 
for 14 years, and never have had the time to be certified, because I have had to earn 
my hving and did not have time to give to bone up for the scholastic examination 
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which the boards insist on giving to those men who have for years been successfully 
engaged in the practice, earning their living in the profession. 

The Chairman. That is entirely a matter with yourself. We have that in every 
profession. We have those who are very anxious to be recognized as experts, ana 
always have been, and command high compensation. Then we have those who are 
considered just ordinary in the profession. If you want to be an expert you evidently 
should take this examination. I am not arguing for or against this bill. I do not 
know what I will do in regard to it, but I am familiar enough with public business 
to know that you do not always have a high-priced accountant to do the work you 
want done. There are other times when a fortune depends upon the accurate account- 
ing of those books, and that is when you must have a man who is absolutely respon- 
sible and whose name carries with it responsibility to audit those accounts. I think 
it would infinitely increase the cost of living if every examination was done by high- 
priced accountants, and for Heaven's sake, the cost of living is hi^h enough now. 

Mr. Anderson. If you increased the number of certified public accountants, bas- 
ing the standard upon that which is acceptable generally to the business world, and 
the State boards did so regulate their examinations as to fill that demand, your high 
cost of living, so far as accountancy goes, will go down, and that is what these people 
in favor of this bill don't want. 

Mr. Carpenter. I want to take up an incident that happened in my early account- 
ing career. I was sent out to Wisconsin to audit the booli^ of a public-service corpora- 
tion. My employer was sitting in the city of New York. I went out and traveled all 
over the State of Wisconsin and a part of the State of Minnesota. When I came to 
get my report together I didn't quite balance, but I was sent out on so much time to 
do the work, so it had to be made to balance. I was getting |25 a week and my expenses 
when on the road. The accountant who sat down in New York, and who signed my 
report, without any knowledge of the facts, and who was a certified man, received 
150 a day plus my expenses. That is the reason why these men are asking you to 
protect tne C. P. A. 

The Chairman. My dear sir, there is only one way to protect yourself, and that is 
to be an expert in your own line. 

Mr. Carpenter. I am not asking for protection fdr myself. 

The Chairman. You apply it to yourself. A man in the profession of accountancy 
must satisfy the public that he is an expert accountant. One way to do that is to 
pass the reqiurements of the various States, as I take it, and become recognized as 
such. Until you do that you can not command the compensation that you can com- 
mand afterwards. 

I do not care what profession you may belong to. You may take the profession of 
law. A lawyer will often take a case for $5 when he is starting in the practice. A 
doctor will take a case for anything, some of them for nothing, when they start. But 
after you have established a reputation, you can command a reasonable fee, and some- 
times command unreasonable fees. 

Mr. Carpenter. As far as establishing a reputation is concerned, if you are going 
to work upon your reputation why do you need the protection of the C. r. A designa- 
tion? If you are going to build up a reputation why not start in and protect the poor 
suffering public which is paying these exorbitant fees? 

The Chairman. Simply because that is the way the poor suffering public can 
distinguish between a competent reliable accountant and an ordinary man. The 
ordinary public are not experts. The ordinary public can not judge an accountant 
any better than they can a lawyer. They have to have some methcd. 

Is there anything further? If not, the hearing is closed. 

(Whereupon, at 5 o'clock p. m., the hearing (;losed, and the committee adjourned, 
subject to the call of the chairman.) 
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